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Editorial 


For those who imagine that the partial recovery from the global crisis 
of the winter of 2008-2009 has set India back on a "Chinese" path to an 
independent role in the world economy, recent events should supply a 
corrective. The gross collapse of the infrastructure and elementary 
preparations for the Commonwealth Games are a quick reminder of the 
reality of the inadequacies and failures of the Indian path of dependent 
capitalist accumulation. At the same tme, Chinese leadership has 
asserted what they perceive as their national interests on the global stage 
‘na manner as far removed from any possibilities that might exist for an 
Indian nationalist leadership (were one to emerge, an arguable impossible 
prospect) as what is possible for a hawk is distant from what is possible 
for a fly. A crucial area has been the Chinese management of their 
currency as a matter of global politics, in the face of fierce opposition. 
Joseph Halevi, Senior Lecturer of Political Economy at the University of 
Sydney and a longtime good friend of Monthly Review, sets out here a 
short analysis of the current state of affairs on the exchange rate front. 
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The Financialization of Accumulation 


John Bellamy Foster 


In the way that even an accumulation of debts can appear as an accumulation 
of capital, we see the distortion involved in the credit system reach its 
culmination. 


—Karl Mand 
In 1997, in his last published article, Paul Sweezy referred to “the 


 financialization of the capital accumulation process” as one of the three main 


economic tendencies at the turn of the century (the other two were the growth of 
monopoly power and stagnation).?. Those familiar with economic theory will 
realize that the phrase was meant to be paradoxical. All traditions of economics, 
to varying degrees, have sought to separate out analytically the role of finance from 
the “real economy.” Accumulation is conceived as real capital formation, which 
increases overall economic output, as opposed to the appreciation of financial 
assets, which increases wealth claims but not output. In highlighting the 
financialization of accumulation, Sweezy was therefore pointing to what can be 
regarded as “the enigma of capital” in our time.* 

To be sure, finance has always played a central, even indispensable, role in 
capital accumulation. Joseph Schumpeter referred to the creation of credit ad hoc 
as one of the defining traits of capitalism. “The money market,” he added, “is 
always...the headquarters of the capitalist system.” Yet something fundamental 
has changed in the nature of capitalism in the closing decades of the twentieth 
century. Accumulation—real capital formation in the realm of goods and 
services—has become increasingly subordinate to finance. Keynes’s well-known 
fear that speculation would come to dominate « over production seems to have 
finally materialized. 

When Sweezy made his observation with respect to the N of 
capital accumulation more than a decade ago, it drew very little attention. But 
today, following the greatest financial and economic crisis since the Great 
Depression, we can no longer ignore the question it raises. Now more than ever, 
as Marx said, “an accumulation of debts” appears as “an accumulation of - 
capital,” with the former Anene effacing the latter. As shown in Chart I, net 


This article is a revised and extended version of a keynote address delivered at the Fifteenth 
National Conference on Economics of the Brazilian Political Economy Society (SEP), Federal 
University of Maranhão, Sao Luis, June 3, 2010. The author would like to thank Fred Magdoff for 


his assistance. 


ANALYTICAL MONTHLY REVIEW/ OCTOBER 2010 1 


= - JOHN BELLAMY FOSTER 


private borrowing has far overshot total net private hxed investment over the last 
third of a century—in a process culminating in 2007-2009" with ‘the massive 
housing-financial pare and the plummeting of both borrowing and investment.® 


chart 1. Net Private Borrowing and Net Private Fixed Investment 
1975-2009 (in current Dollars) 


— Net private borrowing 
= Net private fixed Investment 
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| Sources: Federal Reserve Board, Flow of Funds Accounts of the United States, Table D.2; Bureau of 
Economic Analysis,National Income and Product Accounts, Table 5.2.5, Line 9. 


Indeed, since the 1970s we have witnessed what Kan Polanyi Lewitt 
appropriately called “The Great Financialization.”* Financializaton can be 
defined as the long-run shift in the center of gravity of the capitalist economy from 
production to finance. This change has been reflected in every aspect of the 


é 
= 


economy, including: (1) increasing financial profits as a share of total profits; (2) . 


rising debt relative to GDP; (3) the growth of FIRE (finance, insurance, and real 
estate) as a share of national income; (4) the proliferation of exotic and opaque 
financial instruments; and (5) the expanding role of financial bubbles.” In 1957 
manufacturing accounted for 27 percent of U.S. GDP, while FIRE accounted 


for only 13 percent. By 2008 the relationship had reversed, with the share of. 


manufactiring dropping to 12 percent and FIRE rising to 20 percent.® Even with 
the setback of the Great Financial Crisis, there is every indication that this general 
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trend to financialization of the economy is continuing, with neoliberal economic 
policy aiding and abetting it at every turn. The question therefore becomes: How ` 
is such an inversion of the roles of production and finance to be explained? 


Keynes and Marx 

In any attempt to address the role of finance in the modern economy, the work 
of John Maynard Keynes is indispensable. This is especially true of Keynes’s 
achievements in the early 1930s when he was working on The General Theory of 
Employment, Interest and Money (1936). It is here, in fact, that Marx figures 
centrally in Keynes’s analysis. 

In 1933 Keynes published a short piece called “A Monetary Theory of 
Production,” which was also the title he gave to his lectures at the time. He 
stressed that the orthodox economic theory of exchange was modeled on the notion 
of a barter economy. Although it was understood that money was employed in all 
market transactions under capitalism, money was nonetheless “treated” in 
orthodox or neoclassical theory “as being in some sense neutral.” It was not 
supposed to affect “the essential nature of the transaction” as “one between real 
< things.” In stark opposition, Keynes proposed a monetary theory of production in 

which money was one of the operative aspects of the economy. 

The principal advantage of such an approach was that it established how 
economic crises were possible. In this, Keynes was launching a direct attack on the 
orthodox economic notion of Say's Law that supply created its own demand— 
hence, on the view that economic crisis was, in principle, impossible. Challenging 
this, he wrote, “booms and depressions are phenomena peculiar to an economy in 
which...money is not neutral.””? 

In order to develop this crucial insight, Keynes distinguished between what he 
called a “co-operative economy” (essentially a barter system) and an 
“entrepreneur economy, where monetary transactions entered into the 
determination of “real-exchange” relations. This distinction, Keynes went on to 
explain in his lectures, “bears some relation to a pregnant observation made by 
Karl Marx....He pointed out that the nature of production in the actual world is 
not, as economists seem often to suppose, a case of C-M-C’, i.e., of exchanging 
commodity (or effort) for money in order to obtain another commodity (or effort). 
That may be the standpoint of the private consumer. But it is not the attitude of 
business, which is a case of M-C-M', i.e., of parting with money for commodity (or ` 
effort) in order to obtain more money.’ ?® 

“An entrepreneur,” Keynes insisted, in line with Marx, “is interested, not in 
the amount of product, but in the amount of money which will fall to his share. He 
will increase his output if by so doing he expects to increase his money profit.” 
Conversely, the entrepreneur (or capitalist) will decrease the level of output if the 

a= expectation is that the money profit will not increase. The-monetary aspect of 
exchange, as depicted by Marx’s M-C-M'’, thus suggested, not only that monetary 
gain was the sole object of capitalist production, but that it was also possible for 
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economic crises to arise due to interruptions in the process. Following his 
discussion of Marx’s M-C-M’, Keynes went on to declare in terms similar to 
Marx: “The firm is dealing throughout in.terms of sums of money. It has no object 
in the world except to end up with more money than it started with. That i is the 
essential characteristic of the entrepreneur economy.”"! 

Keynes, as is well known, was no Marx scholar.’* The immediate inspiration 
for his references to Marx in his lectures was the work of the American economist 
Harlan McCracken, who had sent Keynes his book, Value Theory and Business 
Cycles, upon its publication in 1933. McCracken’s analysis focused on the 
problem of effective demand and the role of money, in the tradition of Malthus. 
But he dealt quite broadly with the history of economic thought. In his chapter on 
Marx, which Keynes cited in his lecture notes, and which is well worth quoting at 
length in this context, McCracken wrote: . 


In dealing with exchange or the metamorphosis of commodities, he [Marx] 
first treated C-M-C (Commodity for Money for Commodity). Such an 
exchange he considered no different in principle from barter since the object of 
exchange was to transfer a commodity of little or no utility to its possessor for a 
different commodity of high utility, and money entered in as a convenient 
medium to effect the transaction. The double transaction indicated no 
exploitation, for the assumption was that in each transaction there was an 
exchange of equivalent values, or quantities of embodied labor, so the final 
commodity had neither more nor less value than the onginal commodity, but 
had a higher utility for the recipient? Thus the metamorphosis C-M-C 
represented an exchange of equivalent values and no exploitation... 


But the metamorphosis M-C-M’ was fundamentally different. And it was in 
explaining this formula that Marx treated thoroughly the nature and source of 
surplus value. In this case, the individual starts with money and ends with 
money. The only possible motive, then, for making the two exchanges was to 
end with more money than at the beginning. And the extent to which the 
second M or M’ exceeds the first, is the measure of surplus value. However, 
surplus value was not created or gained in the circulation of commodities but in 
production.” 


In a letter to Meader dated August 31, 1933, Keynes th thanked him for his 
book, adding: “For I have found it of iach interest, particularly perhaps the 
passages relating to Karl Marx, with which I have never been so familiar as I 
ought to have been.”* 

Basing himiself on McCracken’s exposition of Marx, Keynes proceeded to 
explain that a crisis could occur if M exceeded M’, i.e., if capitalists were not able, 
in Marx's terms, to “realize” the potential profits -generated in production, and 
ended up losing money. “Marx,” Keynes explained, 


= 


was approaching the intermediate truth when he added that the continuous 
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excess of M' would ‘be inevitably interrupted by a series of crises, gradually 
increasing in intensity, or entrepreneur bankruptcy and underemployment, 

~ during which, presumably, M [as opposed to M‘] must be in excess. My own 
argument, if it is accepted, should at least serve to effect a reconciliation 
between the followers of Marx and those of Major Douglas [a leading British 
underconsumptionist], leaving the classical economists still high and dry in the 
belief that M and M' are always equal! 


Marx’s general formula for capital, or M-C-M’, Keynes suggested, not only 
offered credence to the views of Major Douglas, but also to the 
... underconsumptionist perspectives of “[John] Hobson, or [William T.] Foster and 
. [Waddill] Catchings...who believe in its [the capitalist system’s] inherent 
: tendency toward deflation and under-employment.”” Shortly after reading 
' McCracken’s Value Theory and Business Cycles and encountering its treatment of 
Marx's M-C-M’ formula, Keynes made direct reference in his lectures to “the 
realisation problem of Marx” as related to the problem of effective demand.’® 
Without a great deal of direct knowledge of Marx’s analysis, Keynes thus 
~ grasped the implications of Marx’s general formula for capital, its relation to the 
critique of Say’s Law, and the necessity that it pointed to of integrating within a 
single system the real and the monetary, production and. finance. All of this 
converged with Keynes’s own attempts to construct a monetary theory of 
-production (i.e., The General Theory). As Sweezy was to observe more than a 
half-century later when Keynes’s lectures on the monetary theory of production 
first came to light, these remarks on Marx’s general formula for capital indicated 
that: (1) Keynes “was in important respects closer to Marx’s way of thinking 
about money and capital accumulation than he was to the accepted neoclassical 
orthodoxy,” and (2) “he had an eye for what is important in Marx far keener than 
any of the other bourgeois economists. ”?” 
Indeed, it is remarkable, in looking back, just how much. of Keynes’s thinking 
here converged with that of Marx. In Theories of Surplus Value, Marx pointed to 
what he called “the abstract possibility of crisis,” based on the M-C-M’. “If the 
crisis appears...because purchase and sale become separated, it becomes a money 
crisis,” associated with money as a‘ “means of payment...[I]n so far as the 
development of money as means of payment is linked with the development of 
credit and of excess credit the causes of the latter [too] have to be examined.” For 
Marx, then, a realization crisis, or crisis of effective demand, was always tied to 
the monetary character of the system, and necessarily extended not just to the 
phenomenon of credit but also to excess credit. It thus pointed to potential crises of 
overindebtedness. ® 
Hidden within the general formula for capital, M-C-M', Marx argued, was a 
_tendency of capital to try to transform itself into a pure money (or speculative) 
” economy; i.e., M-M’, in which money begat money without the intermediate link 
of commodity production. In M-M’, he wrote, “the capital relationship reaches its 
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most superficial and fetishized form.™? If M-M' onginally referred simply to. 


interest-bearing capital, it metamorphosed in the course of capitalist development 
into the speculative demand for money more generally. “Credit,” Marx explained, 

“displaces money and usurps its position.” Capital more and more took on the 
“duplicate” forms of: (1) “real capital,” i:e., the stock of plant, equipment and 
goods generated in production; and (2) “fictitious capital,” i.e., the structure of 
financial claims produced by the paper title to this real capital. Insofar as 
economic activity was directed to the appreciation of “fictitious capital” in the 
` realm of finance rather than the accumulation of real capital within production, 
Marx argued, it had metamorphosed into a purely speculative form.” 


Production and Finance 

Marx and Keynes both rejected, as we have seen, the ngid separation of the 
real and the monetary that characterized orthodox economic theory. A monetary _ 
theory of production of the sort advanced, in somewhat different ways, by both 


Al 


Marx and Keynes led naturally to a theory of finance as a realm not removed from | 
the workings of the economy, but integrated fully with it—hence, to a theory of ` 


financial crisis. Decisions on whether (or where) to invest today in this 
conception—as developed by Keynes, in. particular—were affected by both 
expected profits on such new investment and by the speculative demand for money 
and near money (credit) in relation to the interest rate. 


The growing centrality of finance was a product of the histoncal development - 


of the system. During the classical phase of political economy, in capitalism’s 
youth, it was natural enough that economic theory would rest on the simple 
conception of a modified barter economy in which money was a mere means of 
exchange but did not otherwise materially affect basic economic relations. By the 
late nineteenth century, however, there were already signs that what Marx called 
the “concentration and centralization of production,” associated with the 
emergence of the gant corporation, was giving rise to the modem credit system, 
based on the market for industrial securities. 

This nse of the modern credit system vastly changed the nature of capital 
accumulation, as the ownership of real capital assets became secondary to the 
ownership of paper shares or assets—leveraged ever higher by debt. “Speculation 
about the value of productive assets,” Minsky wrote in his book on Keynes, “is a 
characteristic of a capitalist...economy. [he relevant paradigm for the analysis of 
a [developed] capitalist economy is not a barter economy,” but “a system with a 
City [that is, London’s financial center] or a Wall Street where asset holdings as 
well as current transactions are financed by debt.”#! 

Ratonally, the rigid separation between the real and the monetary in odak 
economics——continuing even up to the present—has no solid basis. Although it is 
certainly legitimate to distinguish the “real economy” (and “real capital”) from the 
realm of finance (and what Marx called “fictitious capital”), this distinction 
should obviously not be taken to imply that monetary or financial claims are. not 
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themselves “real” in the normal sense of the word. “There is, in fact, no 
separation, Harry Magdoff and Sweezy observed, “between the real and the 
monetary: in a developed capitalist economy practically all ‘transactions are 
expressed in monetary terms and require the mediation of actual amounts of (cash 
or credit) money.” Rather, “the appropriate analytical separation is between the 
underlying productive base of the economy and the financial superstructure.”” 

We can picture this dialectic of production and finance, following Hyman 
Minsky, in terms of the existence of two different pricing structures in the modern 
economy: (1) the pricing of current real output, and (2) the pricing of financial 
(and real estate) assets. More and more, the speculative asset-pricing structure, 
related to the inflation (or deflation) of paper titles to wealth, has come to hold 
sway over the “real” pricing structure associated with output (GDP).** Hence, 
money capital that could be used for accumulation (assuming the existence of 
profitable investment outlets) within the economic base is frequently diverted into 
M-M', i.e., speculation in asset prices.“ Insofar as this has taken the form of a 
long-term trend, the result has been a major structural change i in the capitalist 
economy. 

Viewed from this general sane financial bubbles can be designated as 
short periods of extraordinarily rapid asset-price inflation within the financial 
superstructure of the economy——overshooting growth in the underlying productive 
base. In contrast, financialization represents a much longer tendency toward the 
expansion of the size and importance of the financial superstructure in relation to 
the economic base, occurring over decades. “The final decades of the twentieth 
century,” Jan Toporowski (professor of economics at the University of London) 
observed in The End of Finance, “have seen the emergence of an era of finance 
that is the greatest since the 1890s and 1900s and, in terms of the values turned 
over in securities markets, the greatest era of finance in history. By “era of finance’ 
is meant a period of history in which finance...takes over from the. industrial 
entrepreneur the leading role in capitalist development. ”” 

Such an era of finance raises the specter of a pure speculative economy 
highlighted by Keynes: “Speculators may do no harm as bubbles on a, steady 


stream of enterprise. But the position is serious when enterprise becomes the 


_ bubble on a whirlpool of speculation.” By the 1990s, Sweezy observed, “the 


occupants of [corporate] boardrooms” were “to an increasing extent constrained 
and controlled by financial capital as it operates through the global network of 
financial markets.” Hence, “real power” was ‘to be found “not so much in 
corporate boardrooms, as in the financial markets.” This “inverted relation 
between the financial and the real,” he argued, was “the key to understanding the 
new trends in the world” economy.”’ 


Financial Crises and Financialization 
In their attempt to deny any real historical significance to the Great Financial 
Crisis, most mainstream economists and financial analysts have naturally 
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downplayed its systemic character, presenting it as a “black swan” phenomenon, 
i.e., as a rare and completely unpredictable but massive event of the kind that 
might appear, seemingly out of nowhere, once every century or so. (The term 
“black swan” is taken from the title of Nassim Nicholas Taleb’s book published 
on the eve of the Great Financial Crisis, where a “black swan event” is defined as 
a game-changing occurrence that is. both exceedingly rare and impossible to 
predict.) 

However, some of the more critical economists, even within the establishment, - 
such as Nouriel Roubini and Stephen Mihm in their Crisis Economics, have 
rejected this “black swan” theory, characterizing the Great Financial Crisis 
‘instead as a “white swan” phenomenon, i.e., as the product of a perfectly 
ordinary, recurring, and predictable process, subject to systematic analysis.” The 
most impressive attempt to provide a data-based approach to financial crises over 
the centuries, emphasizing the regularity of such credit disturbances, is to be found 
in Carmen Reinhart and Kenneth Rogoff’s This Time Is Different: Eight 
Centuries of Financial Folly. (The title of their book is meant to refer to the 
euphoric phase in any financial bubble, where the notion arises that the business- 
financial cycle has been transcended and a speculative expansion can go on 
forever.) 

The greatest white swan theorist in this sense was, of course, Minksy, who 
gave us the financial instability hypothesis, building on Keynes’s fundamental 
insight of “the fragility introduced into the capitalist accumulation process by some 
inescapable properties of capitalist financial structures.” 

Nevertheless, what thinkers like Minsky, Roubini and Mihm, and Reinhart 
and Rogoff tend to miss, in their exclusive focus on the financial cycle, is the long- 
run structural changes in the accumulation process of the capitalist system. Minsky 
went so far as to chastise Keynes himself for letting “stagnationist and exhaustion- 
of-investment-opportunity ideas take over from a cyclical perspective.” Thus, 
Minsky explicitly sought to correct Keynes's theory, especially his analysis of 
financial instability, by placing it entirely in short-run business cycle terms, 
ignoring the long-run tendencies in which Keynes had largely couched his 
financial-crisis analysis. 

Keynes's own argument was therefore quite different from the theory that we. 
have become accustomed to via Minsky. He stressed that the stagnation 
tendency—or the decline in expected profit on new investment in a capital-rich 
economy—-served to increase the power of money and finance. Thus, for Keynes, 
Minsky noted, “Money rules the roost as the expected yield of real assets 
declines.”** As. Keynes put it: “Owing to its accumulation of capital already being 
larger” in a mature, capital-rch economy, “the opportunities for further investment 
are less attractive unless the rate of interest falls at a sufficiently rapid rate.” The 
uncertainty associated with the tendency of expected profit on new investment to ` 
decline gave an enormous boost to “liquidity preference” (or as Keynes also called 
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it “the propensity to hoard” money) and to financial speculation as an alternative 
to capital formation, compounding the overall difficulties of the economy. 

Underlying all of this was a tendency of the economy to sink into a condition 
of slow growth and underemployment: “It is an outstanding characteristic of the 
economic system in which we live,” Keynes wrote, “that...it seems capable of 
remaining in a chronic condition of sub-normal activity for a considerable period: 
without any marked tendency either towards recovery or towards complete 

collapse. Moreover, the evidence indicates that full, or even approximately full, 
employment is of rare-and short-lived occurrence.” These conditions led Keynes 
to his longer-run policy proposals for a “euthanasia of the rentier” and a 
“somewhat comprehensive socialisation of investment.”™ 

Keynes did not develop his long-run theory of stagnation and financial 
speculation. Yet subsequent elaborations of stagnation theory that built on his 
insights were to arise in the work of his leading early U.S. follower, Alvin 
Hansen, and in the neo-Marxian tradition associated with Michal Kalecki, Josef 
Steindi, Paul Baran, arid Paul Sweezy. There were essentially two strands to the 
stagnation theory that developed based on Keynes (and Marx). The first, 
emphasized by Hansen, and by the later Sweezy—but characterizing all these 
thinkers in one way or another—examined the question of the maturation of 
capitalism, 1.e., the development of capital-rich economies with massive, unused 
productive capacity that could be expanded relatively quickly.* This enormous 
potential to build up productive capacity came up against the reality of vanishing | 
outlets for investment, since current investment was hindered (under conditions of 
industrial maturity) by investment that had occurred in the past. “The tragedy of 
investment,” Kalecki remarked, “is that it causes crisis because it is useful.”* 

The second strand, in which Baran and Sweezy’s Monopoly Capital is 
undoubtedly the best known example, centered on the growing monopolization in 
the modern economy, that is, “the tendency of surplus to rise” in an economy 
dominated by the giant firm, and the’ negative effects this had on accumulation. 

In both cases, the potential savings or surplus generated by the economy 
normally outweighed the opportunities for profitable investment of that surplus, 
leading to a tendency to stagnation (slow growth and nising 
unemployment/underemployment and idle capacity). “The normal state of the 
monopoly capitalist economy,” Baran and Sweezy wrote, “is stagnation.”*’ Rapid _ 
growth could thus not simply be assumed, in the manner of mainstream 
economics, as a natural outgrowth of the system in the mature/monopoly stage, but 
became dependent, as Kalecki stated, on “specific ‘development’ factors” to boost 
output. For example, military spending, the sales effort, the expansion of financial 
services, and epoch-making innovations such as the automobile all served as props 
to lift the economy, outside the internal logic of accumulation.” 

None of these thinkers, it should be noted, focused initially on the 


macroeconomic relation between production: and finance, or on finance as an 
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outlet for surplus.” Although Monopoly Capital argued that FIRE could help 
absorb the economic surplus, this was consigned to the last part ofa chapter on 
the sales effort, and not given strong emphasis.“ However, the 1970s and 80s 
saw a deceleration of the growth rate of the capitalist economy at the center of the 
system, resulting in ballooning finance, acting as a compensatory factor. Lacking 
an outlet in production, capital took refuge in speculation in debt-leveraged 
finance (a bewildering array of options, futures, derivatives, swaps, etc.). In the 
1970s total outstanding debt in the United States was about one and one-half the 
size of GDP. By 2005 it was almost three and a half times GDP and not far 
from the $44 trillion world GDP.“ 

Speculative finance increasingly took on a life of its own. Although in the prior 
history of the system financial bubbles had come at the end of a cyclical boom, and 
were short-term events, financialization now seemed, paradoxically, to feed not on 
prosperity but on stagnation, and to be long lasting. Crucial in keeping this 
process going were the central banks of the leading capitalist states, which were 
assigned the role of “lenders of last resort,” with the task of bolstering and 
ultimately bailing out the major financial institutions whenever necessary (based 
on the “too big to fail” principle). 

A key contradiction was that the financial explosion, while spurring growth in 
the economy in the short run, generated greater instability and uncertainty in the 
long run. Thus, Magdoff and Sweezy, who engaged in a running commentary on 
these developments from the. 1970s to the late 1990s, argued that sooner or 
later—given the globalization of finance and the impossibility of managing it at 
that level—the ballooning of the financial superstructure atop a stagnant 
productive base was likely to lead to a major crash on the level of the 1930s. But 
whether even such a massive financial collapse, if it were to occur, would bring 
financialization to a halt remained, in their view, an open question.“ 

“In an era of finance,” Toporowski writes, “finance mostly finances 
finance.” Hence, production in recent decades has become increasingly 
“incidental to the much more lucrative business of balance-sheet restructuring.” 
With the big motor of capital accumulation within production no longer finng on 
all cylinders, the emergency backup engine of financial expansion took over. 
Growing employment and profit in the FIRE sector helped stimulate the 
economy, while the speculative growth of financial assets led to a “wealth effect” 
‘by means of which a certain portion of the capital gains from asset appreciation 
accruing to the well-to-do were funneled into increased luxury consumption, 
thereby stimulating investment. Even for the broad middle strata (professionals, 
civil servants, lower management, skilled workers), rapid asset price inflation 
enabled a large portion of employed homeowners to consume through new debt 
the apparent “capital gains” on their homes. In this manner, the expansion of 
debt raised asset prices, which in turn led to a further expansion of debt that - 


raised asset prices, and so on: a bubble. 
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Debt can be seen as a drug that serves, under conditions of endemic 
stagnation, to lift the economy. Yet the use of it in ever larger doses, which such a 
process necessitates, does nothing to overcome the underlying disease, and serves 
to generate its own disastrous long-run side effects. The result is a stagnation- 
financialization trap. The seriousness of this trap today is evident in the fact that 
capital and its state have no answer to the present Great Financial Crisis/Great 
Recession but to bail out financial institutions and investors (both corporate and 
individual) to the tune of trillions of dollars with the object of debt-leveraging up 
the system all over again. This dynamic of financialization in relation to an 
underlying stagnant economy is the enigma of monopoly-fmance capital. As 
Toporowski has observed, “The apparent paradox of capitalism” at the beginning 
of the twenty-first century is that “financial innovation and growth” are associated 
with “speculative industrial expansion,” while adding ` ‘systematically to economic 
stagnation and decline. #8 


The Logical End-Point of Capitalism 

Hence, financialization, while boosting capital accumulation through a process 
of speculative expansion, ultimately contributes to the corrosion of the entire 
economic and social order, hastening its decline. What we are witnessing today in 
society as a whole is what might be called the “financialization of class.” “The 
credit system,” David Harvey observes, “has now become...the major modern 
lever for the extraction of wealth by finance capital from the rest of the 
population.”“” In recent years, workers’ wages have stagnated along with 
employment, while both income and wealth inequality have increased. sharply. In 
1976 the top | percent of households in the United States accounted for 9 
percent of income generated in the country; by 2007 this share had risen to 24 
percent. According to Raghuram Rajan (former chief economist for the IMF), for 
“every dollar of real income growth that was generated [in the United States] 
between 1976 and 2007, 58 cents went to the top .| percent of households.” In 
2007 a single hedge fund manager, John Paulson, “earned” $3.7 billion, around 
74,000 times the median household income in the country. Between 1989 and 
2007, the share of total wealth held by the top 5 percent of wealth-holders in the 
United States rose from 59 percent to 62 percent, far outweighing the wealth of 
the bottom 95 percent of the population. Middle-class homeowners benefitted for 
a while in the housing boom, but are now losing ground with the housing bust. 
This increasing inequality in the distribution of income and wealth in an age of 
financialization has taken the form of “a growing distinction between the ‘balance 
sheet’ nch and the ‘balance sheet’ poor.” It is the “enforced savings” of the latter 
that help augment the exorbitant gains of the former.“ 

The rapid increase in income and wealth polarization in recent decades is 
mirrored in the growing concentration and centralization of capital. In 2000, at 
the peak of the merger and acquisition frenzy associated with the New Economy 
bubble, the value of global mergers and acquisitions rose to $3.4 tnllion— 
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declining sharply after the New Economy bubble burst. This record was only 
surpassed (in real terms) in 2007, during the peak of the housing bubble, when. 
the value of global mergers and acquisitions rose to over $4 trillion—dropping off 
when the housing bubble popped. The result of all this merger activity has been a 
decline in the number of firms controlling major industries. This increasing 
monopolization (or oligopolization) has been particularly evident in recent years 
within finance itself. Thus, the share of U.S. financial-industry assets held by the 
top ten financial conglomerates increased by six times between 1990 and 2008, 
from 10 percent to 60 percent.” 

This analysis of how financialization has heightened the disparities į in income, 
wealth, and power helps us to put into perspective the view, now common on the 
left, that neoliberalism, or the advent of extreme free-market ideology, is the chief 
source of today’s economic problems. Instead, neoliberalism is best seen as the 
political expression of capital’s response to the stagnation-financialization trap. So 
extreme has the dominant pro-market or neoliberal orientation of monopoly- 
finance capital now become that, even in the context of the greatest economic crisis 
since the 1930s, the state is unable to respond effectively. Hence, the total 
government-spending stimulus in the United States in the last couple of years has 
been almost nil, with the meager federal stimulus under Obama negated by deep 
cuts in state and local spending. The state at every level seems to be stopped in 
its tracks by pro-market ideology, attacks on government deficits, and irrational 
fears of inflation. None of this makes any sense in the context of “what,” to quote 
Paul Krugman, “looks increasingly like a permanent state of stagnation and high 
unemployment.”™ The same basic problem is evident in the other advanced 
capitalist countries. 

At the world level, what can be called a “new phase of financial imperialism,” 
in the context of sluggish growth at the center of the system, constitutes the 
dominant reality of today’s globalization. Extremely high rates of exploitation, 
rooted in low wages in the export-onented periphery, including “emerging 
economies,” have given rise to global surpluses that can nowhere be profitably 
absorbed within production. The exports of such economies are dependent on the 
consumption of wealthy economies, particularly the United States, with its 
massive current account deficit. At the same time, the vast export surpluses 
generated in these “emerging” export economies are attracted to the highly 
leveraged capital markets of the global North, where such global surpluses serve to 
reinforce the financialization of the accumulation process centered in the rich 
. economies. Hence, “bubble-led growth,” associated with financialization, as 
Prabhat Patnaik has argued in “The Structural Crisis of Capitalism,” 
“camouflages” the roat problem of accumulation at the world level: “a rise in 
income inequalities across the globe” and a global “tendency of surplus to rise.”™ 

Despite “flat world” notions propagated by establishment figures like Thomas 


Friedman, imperialist divisions are becoming, in many ways, more severe, 
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exacerbating inequalities within countries, as well as sharpening the contradictions 
between the richest and poorest regions/countries. If, in the “golden age” of 
monopoly capitalism from 1950-1973, the disparity in per capita GDP between 
the richest and poorest regions of the world decreased from 15:1 to 13:1, in the 
era of mpnopoly-finance capital this trend was reversed, with the gap growing 
again to 19:1 by century’s close. 

More and more, the financialization of accumulation in the center of the 
system, backed by neoliberal policy, has generated a global regime of “shock 
therapy.” Rather than Keynes’s “euthanasia of the rentier,” we are seeing the 
threatened euthanasia of almost everything else in society and nature. The 
consequences of this, as Naomi Klein suggested in her book, The Shock Doctrine, 
extend far beyond the underlying financialized accumulation associated with the 
neoliberal era, to a much broader set of consequences that can be described as 
“disaster capitalism”—-evident in widening social and economic inequality, 
deepening instability, expanding militarism and war, and seemingly unstoppable 
planetary environmental destruction.™ 

Never before has the conflict between private appropriation and the social 
needs (even survival) of humanity -been so stark. Consequently, never before has 
the need for revolution been so great. In place of a global system given over 
entirely to monetary gain, we need to create a new society directed at substantive 
equality and sustainable human development: a socialism for the twenty-first 
century. 
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Today there is no Left in the United States. There are only left-wing 
splinters with no apparent prospect of gaining a mass following. In nearly every 
other Western industrial nation, the political spectrum includes Right, Center, 
and Left elements—this is the normal state of affairs in late-modern capitalist 
societies. Socialist or Communist parties, or both, are part of the social 
landscape in West Germany, France, Italy, England. Even Canada has a 
small but influential’social democratic party. 

But the United States has only the two major parties, both dominated by 
business interests, and both covering about the same Right-to-Center range of 
the political spectrum. American ‘politics is a complex uneasy compromise. 
among more: conservative and less conservative factions of the Right and 
Center. By means of concessions and piecemeal reforms, the system operates | 
to prevent the emergence of a genuine Left. So effectively has this mechanism 
worked—given the uniquely favored position of American capitalism in the 
world situation—that most Americans have no idea of the potentialities 
afforded by a Left party. They have been conditioned to regard socialism. as 
monstrous. Yet many, if not most, of the basic needs of the United States can 
be met only by a mass leftist movement committed to socialist reconstruction. 
That there is no political machinery to express and fulfill those needs is one of 
the big reasons for believing that the United States may be headed down a 
one-way, dead-end street. 

ARTHUR K. Davis, “Decline and Fall,” Monthly Review, October 1960 
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The Crisis of Capitalism i in Europe, West 
and East 


Ozlem Onaran 


The General Dimensions of the Crisis 
There are three dimensions to the current, unprecedented global crisis of 
capitalism: economic, ecological, and political. 

Let us look first at the economic dimension, which will be our main concern in 
this article. Capitalism is facing a major realization crisis—an inability to sell the 
output produced, i.e., to realize, in the form of profits, the surplus value extracted 
from workers’ labor. Neoliberalism can be viewed as an attempt initially to solve the 
stagflation crisis of the 1970s by abandoning the “Keynesian consensus” of the 
“golden age” of capitalism (relatively high social welfare spending, strong unions, and 
labor-management cooperation), via an attack on labor. It succeeded, in that profit 


_rates eventually recovered in the major capitalist economies by the 1990s. 


However, the system’s success, partially due to neoliberalism, in reviving 
profits engendered a potential realization crisis, due to low wages and investment. 
The dramatic deterioration in wages limited consumption, forcing workers to 
resort to increased borrowing. [he decline in investment in physical capital went 
hand-in-hand with the growth of a casino economy, in which profits were funneled 
into ‘speculation in financial assets. In the last two decades, the rapid 
financialization of the U.S. economy helped to increase demand through various 
wealth effects and deht-credit stimuli, despite the weakening of the underlying 
economy. Eventually, however, debt-led growth could not be sustained. Beginning 
in the summer of 2007, this solution also collapsed, and the capitalist economy 
has come to face a major systemic cnsis, comparable to the Great Depression— 
except for the unprecedented state intervention moderating the visible dimensions 
af the downturn. Now, with the collapse of the financial mechanisms that allowed 
for all the debt, it is unclear how these state policies can overcome the realization 
crisis. 

Second, consider the ecological dimension. Recovery efforts have been 
centered on maintaining growth and employment through high consumption. It is 
assumed that we can go on consuming as before, by means of magical 
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technological innovations engendering ever higher energy efficiency. However, 
today the ecological limits to growth have been scientifically established, so we 
cannot return to business as usual. To sustain our environment, long-term 
economic growth must be zero or lew—equal to the growth rate of “environmental 
productivity.” For this to be socially desirable, however, there has to be a 
guarantee of high employment and an equitable distribution of income. The latter 
is clearly at odds with capitalism. 

Third, the depth of the present crisis has created holes in the legitimacy of 
neoliberalism. The rise in unemployment and inequality after the crisis in Western 
Europe, similar to the transition crisis of twenty years ago in Eastern Europe, will 
lead to serious political discontent. Thus, there is space for radicalization, but the 
left has yet to challenge the hegemony of capitalism. 

In what follows we will focus primarily on the economic crisis of capitalism in 
Europe, West and East. Nevertheless, since this cannot be separated entirely from 
the simultaneous crises of the environment and of neoliberalism, we will return to 
these other dimensions of the general crisis of the system, when addressing 
possible political responses, in our conclusion. 


The Crisis of the Neoliberal Era of Accumulation 

Since the 1980s, the world economy has been guided by deregulation in labor, 
goods, and financial markets. This deregulation has been helped along by the 
transformation of the Soviet Union and Eastern Europe, which opened up new 
markets, provided a large reserve army of cheap labor, and relieved the pressure 
on the welfare states of the West to maintain decent living standards for the ` 
working masses. 

The outcome has been a dramatic decline in labor’s bargaining power, as 
shown by the long-run decline in labor’s share in national income across the globe 
(see Chart 1). It should be noted that, although this global trend with regard to 
the wage share of income is striking, concealed within it is the fact that the very 
high compensation of CEOs and other top managers is included in total “wage 
income.” Since the “earnings” of these strata have increased dramatically relative 
to ordinary workers, the shift in the class basis of income is much sharper than the 
data indicate. i 7 

Declining worker power in this period has therefore led to widening profit 
margins, contributing to the recovery of profit rates. The neoliberal era also 
generated higher global profits for multinational firms, especially those in the 
financial sector. 

Financial sector profits in many ways displaced profits from actual production. 
As finance became dominant, the investment behavior of business firms was 
increasingly shaped by a shareholder-value orientation. A shift in management 
behavior from “retain and reinvest” to “downsize and distribute” occurred. 
Remuneration schemes, based on short-term profitability, shifted the orientation of 
management toward shareholders’ objectives. Unregulated financial markets and 
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chart 1. Wage share,’ EU and selected countries (1960-2008) 
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the pressure of financial market investors created a bias in favor of asset purchases, 
as opposed to asset creation. At the same tme, most of the efforts of 
macroeconomic policymakers were skewed toward retaining the confidence of 
volatile financial markets. 

= Markets have been deregulated mainly to support the interests of rentier- 
capitalists. Consequently, the relatonship between profits and investment 
chenged: higher ‘profits did not automatically lead to higher investment. In spite of 
higher profit rates and a boom-euphoric business environment in many countries, 
economic growth rates have been well below their historical trends. In a 
deregulated financial environment, it would be irrational for capitalists to give up 
the short-term, high-profit options in financial speculation and engage in long- 
term, irreversible, and uncertain physical investment. 

The decline in the labor share and stagnant real. wages has been a potential 
source of a realization cnsis for the system. Profits can only be realized if there is 
sufficient effective demand for the goods and services produced. But the decline in © 
the purchasing power of labor has a negative effect on consumption, given that 
‘pending out of profit income is relatively lower than that out of wages (a dollar 
transferred from a worker to a capitalist reduces total consumption spending). 
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This further reduces investment, because capital spending depends on the demand 
for the products that capital helps to produce. 


Financial innovations seemed to offer a short-term solution to any realization ` 


crisis: debt-led consumption growth. -Of course, without the unequal income 
distribution, the debt-led growth model would not have been necessary. In the 
United States and in parts of Europe, household debt increased dramatically. 
The increase in mortgage debt and house prices reinforced one another. Increased 
housing wealth served as collateral for further debt, and then money from the loans 
fueled consumption and growth, maintaining high profit rates. [his phase, despite 
growth rates lower than in the 1960s, provided the basis of a long “expansion,” 
with the attendant peculiarities of profits without investment, growth without jobs, 
and increased financial fragility. Debt-financed consumption may fuel growth, but 
debt eventually has te be serviced. Because of high debt levels, the fragility of the 
economy to possible shocks in the credit market also increases. 


The deregulation of financial markets and the consequent innovations in 


mortgage-backed securities, collateralized debt obligations (CDO), and credit 
default swaps facilitated the debt-led growth model. These innovations, combined 
with the “originate and distribute” model of banking, have multiplied the amount 
-of credit that banks could extend, given the limits of their capital. The premiums 
earned by the bankers, the commissions of the banks, the high CEO incomes 
(thanks to high bank profits), and the commissions of the rating agencies all 
created perverse incentives that led to a short-term mindset and ignorance about 
the risks of this banking model. Even if the risk of default in the subprime credit 
_ market was known, it was not perceived as a major issue. Most of these loans were 
sold to other investors in the form of mortgage-backed securities with high ratings, 
and in case of default, the houses could be repossessed. As long as house prices 
kept increasing, this remained a profitable business for the creditor. 

But this banking model was very nsky, a time bomb destined to explode. 
Distress in the: subprime markets eventually triggered the explosion. First, the 
market for CDOs, then the interbank market, and finally the whole credit market 
collapsed on a global scale. 

It is interesting to ask why it took so long for the bomb to explode. The reason 
is the endogenous evolution of expectations (Keynes’s “animal spirits”). As the 
debt-led growth model produced high short-term growth and profits, optimism was 
stimulated and fed on itself, so that risks were more and more underestimated, 
- even by those who were conservative at the beginning. In a competitive world, even 
those- who see the risks are forced to take risky positions, if they are to keep their 
jobs as dealers, bankers, or CEOs. Just a couple of weeks before the big collapse 
in July 2007, the ex-CEO of Citbank, Chuck Prince, said, “[W]hen the music 
stops, in terms of liquidity, things will be complicated. But as long as the music is 


playing, you've got to get up and dance. We’re still dancing.”’ When the shock ` 


came, a credit crunch and the collapse of the debt-led growth model was 
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inevitable. . 

.A crisis might conceivably have been averted, at least for a while, if something 
had .been done about the growing inequality in income and wealth that would 
eventually stifle aggregate demand. But the powerful global elites who have great 
influence over global policy-making would not agree to this solution. Everyone 
hoped for a “soft-lending” that would correct the bubbles without touching the 
distribution issue: 

The debt-led consumption model helped generate a current account deficit in 
the United States that exceeded 6 percent of the Gross Domestic Product. This 
deficit was financed by the surpluses of developed countries such as Germany and 
Japan, “emerging economies” such as China and South Korea, and the oil rich 
Middle Eastern nations. In Germany and Japan, current account surpluses and 
the consequent capital outflows to the United States were made possible by wage 
moderation, which suppressed domestic consumption and fueled exports. This 
again was an outcome of the crisis of distribution. 

In emerging economies such as China and South Korea, the experience of the 
Asian and Latin American crises stimulated a policy of accumulation of foreign. 
reserves as a hedge against speculative capital outflows. Here, the international 
dimension of inequality played an important role: these countries, threatened by 
the free mobility and volatility of short-term international financial flows, invested 
their current account surpluses in U.S. government bonds instead of financing 
their domestic development plans. 

In the European context, strong wage moderation in Cane created further 
imbalances within the West, as well as between the East and the West. Within the 
_ West, the lack of a comprehensive industrial policy and public investments created a 
rise in the costs of production (unit labor-costs, that is, wages divided by productivity) 
in countries such as Spain, Greece, Portugal, Italy, and Ireland. Thus, the high 
current account surpluses of Germany, Austria, the Netherlands, and Finland existed 
along with widening trade deficits in the other EU countnes. The low level of wages 
in Eastern ‘Europe also did not save its countries from running high current account 
deficits, due to high i imports from the international supplier networks of the European 
multinational companies, as well as the high profits of these foreign investors 
(repatnated as well as reinvested). p a, 27 | Q 


Western Europe’s Economic Malaise _ 

Although the. crisis onginated in the United States, the impact has been 
heavier in Europe, partially due to the larger size and faster implementation of 
fiscal stimulus in the United States. According to the OECD Economic Outlook 
(March 2010), U.S. GDP fell by 2.6 percent in 2009, whereas the Euro area 
contracted by 4 percent, and the United Kingdom by 4.9 percent. The United 
Kingdom is experiencing a deeper recession, largely because of the housirig bubble 
and household debt. The prospects within the Euro area are also rather diverse: 
Both German and Italian GDP declined by 5 percent in 2009, while French 
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GDP contracted by just 2.6 percent. 

There are also diverging sources of fragility 1 in different Western EU countries. 
As export markets shrink, Germany is suffering from the curse of its neo- 
mercantilist strategy—-growth based on export markets via stagnant or declining 
wages, which had led to decades of stagnant domestic demand. The chronic 
current account deficits of Greece, Portugal, Spain, and Italy—the outcome of the 
historical failure of the European Union and its single currency to provide for 
regional convergence—are now proving to be detrimental, as financial investors 
are asking for much higher interest rates in return for the government bonds of ` 
these deficit countries. [his is even bringing the stability of the Euro into question. 

The ability of these countries to respond to the shocks is also constrained by 
their fiscal capacity. Austna is paying high interest rate spreads, due to the 
excessive expansion af its banks in Eastern Europe. Both Ireland, with its 
disproportionately large banking sector and the bust of its housing bubble, and 
Spain, with the collapse of the housing bubble and the consequent contraction in 
construction, are expected to be in continuing recession, with limited capacity to 
reverse course. 

Real wages began to turn down E in 2010 in the United Kingdom, 
Ireland, Germany, and Italy, following wage cuts arising with the onset of the 
crisis in practically all European countries. Greece, Portugal, and Spain, in 
particular, are under the ax of the EU and financial markets, and are being 
compelled to increase their competitiveness via deep real wage cuts, as part of a 
more general shock therapy in these countries. Sharp and long-lasting increases in 
unemployment, augmenting the industrial reserve army, are likely to make the 
wage losses much stronger, leading to dramatic further declines in labor's 
bargaining power. 

The case of Japan shows that during the initial phase of a deflationary crisis 
(or a long-lasting recession), labor’s income share either stagnates or slightly 
`. increases, but as recession and deflation persist, even nominal wage declines take 
place. In Japan, for example, the wage share declined by 8.9 percent between 
1992 and in 2007. 

The decline in the wages in Eastern Europe will also add further international 
competitive pressures on wages in Western Europe, whose impacts will be 
different òn different groups of workers. Temporary workers are losing their jobs 
first, while more qualified workers are being retained. However, some skilled 
workers in the automotive. industry, metal industry, and finance have already been 
affected. Furthermore, future cuts in government social expenditures will also 
asymmetrically affect labor, with an additional burden on women’s unpaid care 
work. 

Unemployment increased substantially in the United Kingdom and in the Euro 
area in 2009, and further unemployment is expected in 2010. Particularly high 
increases in unemployment emerged in Ireland and Spain. Overall, their greater fiscal 
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capacity has helped many Western European countries to weather the shock better 
than developing countries. However, without the support of strong fiscal stimuli, a long 
recession seems very likely. Although the economies may have hit bottom, they may 
not be able to climb out for a long time, and further deteriorations cannot be excluded. 


The Eastern European Slowdown 


_ It now appears that the early optimism about the decoupling of the East from 
the West has proved to be wrong. [he fundamental problem of the region was an 
excessive dependence on foreign capital flows; when these were reversed by the 
crisis, catastrophe followed. Consequently, the emerging markets of Eastern 
Europe have been severely affected by the credit crash, capital outflows, and the 
currency crises accompanying the banking crisis. Following the initial shock of 
transition from planned to market economies and a decade of restructuring, these 
countries are once again facing the costs of integration into unregulated global 
markets. 

The difference between this crisis and ordinary boom-bust cycles in the 
periphery is that this is a global, not simply a regional, crisis. It originated in the 
core capitalist nations, but the consequences for the periphery of Europe have - 
been and will be heavier. The credit crunch also has a global dimension, which 
makes the usual capital inflows after a typical bust phase and resulting currency 
depreciation unlikely. Export markets have severely contracted, and the 
depreciation of the-local currency, which is a usual outcome of boom-bust cycles, 
will now only have a negative balance sheet effect, with no positive demand effect. 
The extent of debt-led consumption growth and household debt, payable mostly in 
foreign currency, has made this crisis more severe, and if local currencies 
depreciate further, debt burdens will rise further as well, deepening the crisis. 

The slowdown in global demand, the decline in foreign direct investment 
(FDI) inflows, portfolio investment outflows, the contraction: in remittances, and 
the credit crash are affecting all the developing countries, but the degree of 
accumulated imbalances will determine the differences in the depth of the effects 
among these countries. The Baltic Countries, Hungary, Romania, and Bulgaria, 
are more exposed than Poland, the Czech Republic, Slovenia, and Slovakia. But 
even the latter group is suffering from the-slowdown in global demand and the 
decline in FDI inflows. 

The contraction in remittances van also become an issue in the future. 
Excessive dependence on export markets and a dangerous specialization in the 
automobile industry—in the case of Slovakia in particular, but also in the Czech 
Republic and Slovenia—have turned out to be major risks. Poland is only 
experiencing stagnation rather than recession, thanks to its more diversified market 
and large domestic economy, with a lower trade volume as a ratio to GDP. Both 
- Slovakia and Slovenia have escaped turbulence in the currency markets by 
adopting the Euro; however, their problem will be a permanent loss of 
international competitiveness relative to their competitors, which are devaluing. 
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The notion that Eastern European countnes would not experience bottlenecks 
regarding current atcount deficits, thanks to FDI serving as a major source of 
finance for the deficit, proved to be a myth. It is true that FDI is still more robust 
than other capital flows, but in the first quarter of 2009, FDI inflows fell by 20-80 
percent, reaching 2001-2002 levels. Although the current account deficits are also 
falling because of lower imports due to the slowdown, FDI is now financing a 
declining part of the deficits. Furthermore, FDI not only finances but also creates 
current account deficits; the average profit repatriation rate has been 70 percent in 
the region, and FDI has been about equal or less than the repatriated profits in 
Hungary, Slovakia, and the Czech Republic. 

A major difference between what transpired in eee Europe and what 
happened in East Asia and Latin America in past crises is that Eastern European 
countries relied on parent banks in the developed nations that had a longer-term 
strategy in the region. However, given the crunch in wholesale credit markets, the 
ability of parent banks to maintain credit to the region is now exhausted. Borrowing 
requirements in the Western countries are also creating rival investment opportunities 
for limited global funds. Currency depreciation.in Eastern Europe, along with 
recession, will lead to increases in nonperforming loans and further affect the parent 
banks’ approach to Eastern affiliates. 

The Baltic States and Bulgaria have currencies pegged to the Euro, and if they 
cannot maintain these pegs (which require these countries to have access to Euros 
with which to buy their own currencies to maintain the pegs in case of capital 
outflows), more devaluations will occur, and these will tigger further contagion effects 
in the region. For example, Swedish banks in the Baltic States and Austrian banks 
in Bulgaria, along with their governments, are pushing to maintain the pegs and 
avoid devaluation, in fear of high default rates on loans. Local governments also 
stand behind the pegs. However, preserving overvalued fixed exchange rates under 
the current policy framework will come at the cost of a very deep recession and 
deflation, which will create a dè facto real devaluation. The mechanism for this seems 
to be massive wage cuts, as in Latvia. l 

The consequences of an unmanaged devaluation following a market-made 
currency crisis might lead to very severe distributional effects, as was the case 
dunng the Asian and Latin American crises. If a nation’s currency buys less 
foreign currency, imports become more expensive. If the economy depends on 
imports, as many do, devaluation in tum leads to inflation. Workers will suffer 
from this inflation more than the wealthy. So far, the depreciation rate has been 
moderate, and inflation has been restrained by a deflationary environment and 
falling commodity prices. However, both can become more severe in the future. 

Unemployment in all the East European economies in the EU (New Member 
States) has grown significantly, with the sharpest increases taking place in the 
Baltic countries. Real wages have fallen in Hungary, the Baltic countries, 
Romania, the Czech Republic. The austerity programs in Hungary, Romania, 
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and Latvia will further reinforce the pressures of the cnsis. 
In the Eastern European economies,-the record of GDP, E AEE and real- 


wage growth over the past twenty years has been shocking: first a transition recession 


-~ 


and then a global crisis. The gains in terms of growth and wages are far from 
spectacular. Employment has at best stagnated, and it has decreased in Romania, 
Estonia, Lithuania, and Hungary. Real wages have stagnated in Hungary and 
Slovenia, even fallen in Lithuania and Bulgana. Real wage growth overall has lagged 
behind productivity growth. Even in Romania, where real-wage growth was 
maintained for a time, it never exceeded improvements in productivity. This does not 
-ook like a politically and socially viable balance sheet. 


Reactionary Policy Responses 
All advanced countries reacted to.the crisis with unprecedented rescue efforts. 


` Monetary policy tools were mobilized; financial rescue packages were created in 


a 


the form of guarantees of private deposits, state participation via capital injections 
mto banks, and even nationalization and purchases of “toxic assets”; and fiscal 
rescue packages were initiated, albeit slowly, in the form of new spending on 
public goods and services, help for consumers (tax cuts and transfers), and 
stimulus for firms (corporate tax cuts and sectoral subsidies). The U.S. fiscal 
stimulus was the largest—if still meager in terms of what was required—while 
European efforts were much smaller in size (as a percentage of GDP). 

Generally, fiscal measures have been relatively inadequate. In thirty-two 
countries, stimulus spending in 2009 was equal to just 1.7 percent of GDP, less 
than the 2 percent recommended by the IMF. Rescue packages were based on 
relatively optimistic forecasts, and financial measures have outweighed fiscal 
measures by a factor of ten.” In Ireland, fiscal policy was actually contractionary. 
In addition, some of the financial measures may be very risky: purchase of high- 
risk U.S. bank financial instruments (Germany); overexposure to the possibility of 
Eastern European defaults (Austria and Sweden); and lack of any penalties for 
banks that do not make loans after getting public monies. | 

The composition of the fiscal packages was also inadequate: in the most 
advanced economies, only 3 percent of total spending is on employment, just 10.8 
percent on social transfers to low-income. households, and 15 percent on 


“infrastructure. 


Apart from the size of the packages, one major problem in the European Union is 
the absence of a coordinated policy, one that addresses the differences among the | 
nations in the Union. In 2009 the European Commission asked that countnes 
implement a stimulus plan equal to 2 percent of GDP, but divergences within the EU 
were not sufficiently addressed. The increase in risk evaluation of the government 
bends of Greece, Spain, and Portugal by financial speculators n 2010 shows that 


‘these divergences are the major Achilles’ heel in the EU. To make matters worse, 


market players and neoliberal economists have been pushing for fiscal discipline to 
prevent sovereign debt default and future inflation. 
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Overall, what is missing is any grasp of the underlying causes of the cnisis. 
There is an overemphasis on low interest rates in the United States and very little 
debate about the liberalization of financial markets. This has meant that reforms 
have been inadequate, with few real demands made on the financial institutions 
responsible for.so much of the crisis. Although the costs of the rescue packages are 
clear, no effort is.being made to make the responsible and the wealthy pay. The 
tax on bank bonuses and balance sheets in the United Kingdom only targets a 
small dimension of the problem of inequality. Policies to address a major root of 
the crisis, the dramatic pro-capital shift in mcome distribution, are nowhere to-be 
found. With regard to global imbalances, much of the emphasis is .on the 
overconsumption of the United States or low wages and an undervalued currency 
of China, rather than wage dumping and stagnant domestic consumption in 
~ Germany. 

Even before the call for budget cuts, it would have been difficult to label the 
policies as Keynesian. True Keynesian policies would foster a broad program to 
` stimulate investments through public initiatives as well as mcentives to the private 
sector, a re-regulation of the financial system, and, at the international level, capital 
controls and fixed exchange rates. With the current balance of class power, ruling 
elites will not voluntarily implement Keynesian policies. Even to return to the 
“golden age” of managed capitalism would require major organizational efforts by 
working people, efforts that would effect a radical shift in class power. In the absence 
of such a shift the modest expansionary anti-crisis policies proved to have a short life, 
and massive budget cuts are on the way with devastating effects on the working class. 

In Eastern Europe, the concerns of the European Union are shaped by the 
interests of the multinational corporations, in particular Western banks, and are 
limited to maintaining currency stability rather than employment and income. The 
European Union actually delegated the problems of the Eastern European 
economies to the IMF, albeit with some financial support to prevent a big 
` meltdown of Western European businesses. l 

With the IMF, it has been pretty much business as usual, despite the 
seemingly diverse discourse. Faced with the pressure of capital outflows, Hungary, 
Latvia, and Romania have resorted to the IMF. As was the case for developing 
nations in the 1990s and early 2000s, IMF policies are again much more 
restrictive than what the IMF finds appropnate for Western European countries 
such as Germany. The unconditional credit line to Poland is the only new tool the 
IMF has used. Otherwise Hungary, Romania, and Latvia have been pressured to 
accept strongly pro-cyclical fiscal policies. Fiscal discipline is still the norm, and 
cuts in public sector wages and pensions are part of the recipes. In Latvia, public 
wage bills have been cut by 23.7 percent, pensions by 10 percent. Together with 
increases in the Value Added Tax (VAT) rate from 18 to 21 percent, these were 
the conditions to which the Latvian government had to agree in order to get the ` 
second tranche of the IMF package. In Estonia and Lithuania, a 20 percent cut 
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in public wages and a reduction in social benefits was enforced. Capital controls to 
avoid speculative outflows or a managed devaluation are not even mentioned in 


the IMF or EU debates. 


There Is an Alternativet 

There 1 is great public discontent with iis way ruling governments have reacted 
to the crisis. Ironically, this has decreased the legitimacy of any policy alternative 
that includes “collective” mechanisms in governance or nationalization. There is, 
however, a window of opportunity, for the first time since the fall of the Berlin 
Wall, to argue that capitalism is economically, ecologically, and politically 
unstable and unsustainable. The road to channeling popular discontent toward an 
alternative sustainable, egalitarian, democratic, participatory, and planned socialist 
economic model is rocky, but we now have advantages. It is clear that higher 
profits do not lead to investments or more jobs; growth does not mean a decrease 
in inequality; and capitalist market economies are prone to systemic crisis. 
However, to formulate policy alternatives, it is important to emphasize what has 
caused the crisis. This is not just a crisis of improperly regulated markets. It is a 
crisis of unequal distribution, and it should be asked why labor continues to suffer. 
Business as usual is not an option. 

Our starting point must be the urgent problems of employment, distribution, 
and ecological sustainability: 

First, fiscal policy has to be centered around a public employment program and 
a distributional policy. Public expenditures in labor-intensive services like education, 
child care, nursing homes, health, community and social services, as well as in public 
infrastructure and green investments, should be made. These are also areas in which 
‘the economy can be redirected toward sustainable and solidarstic development. 
Such services are now provided either at very low wages, often as luxury services for 
the upper classes, or via unpaid female labor within the home. They should be 
provided by the state or by nonprofit organizations, which must be legally bound to 
redress gender disparities. | 

For ecological sustainability, there must be a shift in the composition of 
demand toward long-term green investments; this cannot be achieved without 
active public investments. 

Regarding private-sector employment, it is moua to avoid ‘ ‘Socialization of 
the costs.” That is, working people and the unemployed should not have to pay 
the costs of the irresponsible behavior of global capital. An example would be 
where some firms use the crisis to implement their long-term downsizing strategies. 
“Short work” regulations are being. used in many European countries to tame 
unemployment—-government transfers offset part of the wages lost due to 
employer-mandated shorter work hours. An alternative would be to make the 
employers pay the costs through legal measures that freeze firings and implement 
wage floors. In firms that are in a position to distribute dividends and pay high 
managerial wages, the logical thing would be to ban: layoffs. If the firing freeze 
leads to bankruptcy in certain firms, these firms can be revitalized under workers’ 
control, supported by public credits. Widespread examples of that were seen in 
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Argentina during the last: decade, as a survival strategy of workers in shut-down 
companies, which often closed without paying past wages and severance pay. As 
of 2007, ten thousand people were employed in self-managed businesses in 
Argentina. In cases of sectors such as the auto industry, under threat of mass 
layoffs, socialization and restructuring should be considered. In the auto industry, 
there could be a shift of focus toward the production of public transport vehicles 
and a gradual transfer of labor toward new mnovative sectors. 

The stimulus, employment packages, and green recovery plans should be 
financed from progressive income and wealth taxes, higher corporate tax rates, 
inheritance taxes, and taxes on financial transactions. [his would make those 
responsible pay for the costs of crisis, and would avoid future budget cuts in social 
expenditures, education, health, child, and elderly care. 

Tax rebates and: subsidies to low-income groups or extended unemployment 
benefits have been typical short-run solutions. However, these do not correct the 
overall deterioration in working class lives. This is not only an egalitarian but also 
a macroeconomic concern. Wage-moderation policies only worsen the demand 
deficiency problem and ensure a future of low wages. In order to address the most 
fundamental aspect of the crisis, economic policy must first solve the distributional 
crisis. There must be a substantial shortening of work-time (in parallel with the 
growth of labor productivity), with upward wage corrections. The high profits of 
the past are responsible for the crisis, so now the recipients of these profits have to 
pay the costs. 

This is not only a crucial answer to the problem of unemployment; it is also an 
answer to the ecological cnsis: sustainable development requires zero or low economic 
growth in the developed countries, so full employment can only be achieved through 
shorter working times. [he income losses for the working masses can be prevented 
through substantial redistribution. Shorter working hours will also help us to achieve 
democracy in decision making, by giving workers time for participation. 

Second, the redesign of the financial sector is urgent. Regulation is important 
but insufficient; the financial insttutons have an amazing capacity to avoid 
regulations through new innovations. The crisis has shown us that large private 
banks are exploiting their advantage of being “too big to fail.” Yet the challenge for 
us is to ensure the finance of socially desirable large new investments—in the energy 
sector, for example. What needs to be built is a public finance sector, not merely 
state-owned, but rather collectively owned, with the full participation of workers and 
other stakeholders in all decision making. This publicly owned finance must have 
completely transparent accounts. Only then can the following financial regulations 
be pursued to deliver socially desirable outcomes: full regulatory over-sight for all 
financial institutions, full accountability of the decision-makers, counter-cyclical 
capital requirements, and the elimination of off-balance sheet instruments. : 

Third, the need for public ownership of financial institutions opens up new 
questions about critical economic sectors that society cannot leave in the private 
sector. [he economic crisis has indicated that finance and housing are clear. 
candidates for public ownership. The energy crisis is telling us that the energy sector 
and alternative energy investments also require public ownership. Problems with 


28 ~ ANALYTICAL MONTHLY REVIEW/ OCTOBER 2010 


. THE CRISIS OF CAPITALISM IN EUROPE, WEST AND EAST 


private pension funds, as well as private suppliers of education, health, and 
infrastructure, are showing us that social services are too critical to be ruled by 
private profit motives. A creative and participatory public discussion should 
investigate other sectors where public ownership would produce more egalitarian 
and socially efficient outcomes. These suggestions are not meant to praise the public 
sector as such, but are rather a call for participation and control by the stakeholders 
(workers, consumers, regional representatives) in the decision making mechanisms 
within a public and transparent economic model. Such a shift in decision making 
also facilitates economy-wide coordination of important decisions for a sustainable 

and planned development based on solidarity. 

Fourth, regarding the international aspects of the European Union, how or 
whether the West supports the South and East in weathering the current global 
crisis will be critical for the political credibility of the Union. The most important 
obstacle today to initiating a progressive economic policy in Europe is the 
speculation on public debt and the governments’ commitment to satisfy the 
financiers. Public finance has to be unchained via debt default in both the 
penphery and the core. Alternative policies must involve public investment 
programs with a focus on regional development. EU-level public investments, 
financed by EU-level progressive taxes, must play an active role in economic 
reconstruction. Another important fact that has become clearer in the wake of the 
global crisis is that capital account openness creates turbulence and structural 
problems, particularly in emerging economies. While keeping the Euro in the 
current Eurozone countries under the conditions outlined above is perhaps 
practical, in Eastern Europe the insistence on preserving the overvalued pegged 
exchange rates means ignoring the need for a major adjustment in the exchange 
rate. In this case, the devastating risk of depreciation/devaluation can only be 
overcome with capital controls and a managed devaluation of the currencies, along 
with price controls. 

If these are not to be mere stopgap measures, however, they have to be part of 
a longer transition to a new society. It is impossible to “save capitalism from 
itself.” The goal toward which these practical measures should be directed is not 
simply one of easing the conditions of most people in the present crisis (a 
' Sisyphean labor under capitalism) but also initiating a “long revolution” aimed at 
the creation of a collective society. 


Notes 
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Equality and Rights for Immigrants 
—the Key to Organizing Unions 


David Bacon 


When I was an organizer, I had an experience that dramatized for me the 
importance of the cultural and historical traditions that immigrants from Mexico 
bring with them when they come to the United States, and how these traditions 
affect the way people organize. 

I was working for the United Electrical Workers, one of the most progressive 
U.S. unions. We were contacted by workers at a huge sweatshop, Cal Spas. 
Unhappy with low wages and abusive conditions, they began to organize a union. 
Then the head of the workers’ organizing committee was beaten up in the middle of 
the street in front of the plant. It was an obvious effort to scare the workers and make 
them stop organizing. 

That night, the workers’ committee met and discussed what should be dene to 
respond. Many were undocumented workers with no legal immigration status. They 
had no resources, or even food at home in some cases, because their wages were so 
low. Yet most people wanted to strike. 

But they did have one big question. They wanted to know if a strike was legal. 

I told them that strikes under those circumstances in the United States were legal, 
and.they decided that this would be their course of action. The next day, they held 
a big rally at lunchtime in front of the plant. The committee got up on the back of 
a flatbed truck and made speeches about the beating and intimidation. At the end 
of the rally, the committee asked the workers not to go back to work. Hundreds of 
workers set up picket lines, and the strike was on. 

The next morning, however, there were dozens of people at the plant office, 
applying for jobs. [he company spent a day signing them up. The following 
morning, the police arrived in a massive show of force. Escorted by the cops, these 
new workers crossed the picket lines and went to work. 

The strike committee turned to me. One worker, in a tone that indicated he 
thought I had lied to them, said that I had promised the strike would be legal. | 
said it was, and they pointed to the strikebreakers. How can it be they 
asked, if there are people going in to are 


DAVID BACON (http://dbacon.igc.org) is a California writer, documentary photographer, and 
host of a weekly radio (KPFA-FM) program on labor, migration, and globalization. He was a 
union organizer among immigrant workers for two decades. His newest book is [Illegal People: How 
Globalization Creates Migration and Criminalizes Immigrants (2008). 
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Different Concepts of Rights 

The difference in understanding is crucial. They meant one ii when they 
said legal, and I meant another. In Mexico, during a legal strike, workers can put 
red and black flags across the doors into the plant, and the company must remain 

‘closed until the strike is over. No one can legally go in to work. The problem, of 
course, is that it is very difficult for most workers to get legal status for 
independent unions and strikes. 

In the United States, unions do not have to be registered with the government, 
and anyone can form one. But there is little real legal protection for unions, and 
they have few rights. A company can legally break a'strike, just as Cal Spas did. 

Behind these differences are different conceptions of rights. In the United 
States, property rights are paramount, and they overrule labor rights. Immigration 
law overrules labor nghts, too. The Supreme Court held in the Sure-Tan and 
Hoffman decisions that companies found guilty of fining undocumented workers 
for union activity have no obligation for reinstatement or back pay. 

In Mexico, the legal and political traditions of the 1910 Revolution stil! mean 
something. Labor has important legal and social rights, at least on paper, and the 
state is supposed to honor and uphold them. Unfortunately, those nghts often remain 
on paper, unenforced in real life. 

The Mexican constitution gives people a right to food and housing, but people 
go hungry and have no place to live. There is a right to strike effectively, but in 
practice, independent and democratic unions are repressed. At worst, the 
government uses police and even military force to break strikes, as it did with the 
Mexican Electrical Workers (SME) and the miners in Cananea this past year. 

This lack of enforcement often creates a deep cynicism among immigrant 
workers coming from Mexico about the connection between unions and the state. 
When Cal Spas strikers saw strikebreakers escorted into the plant by police across 
our lines, some of them concluded that the union had lied, and was selling out the 
‘strike. That suspicion ended only after they elected a strike committee to control the 
strike. 

Both the Mexican and U.S. governments pursue a policy of encouraging foreign 
investment, and see labor upsurge and rising wages as obstacles. [here are growing 
challenges to the official corporatist union structure in Mexico, and the system of 
protection contracts that function as a means of labor control for companies building 
plants there. But because of the existing development policy of encouraging foreign 
investment at all cost, these challenges become hard-fought battles. The rule of law, 
as it has protected workers’ rights in the past, is undermined. 

These problems become worse as the neoliberal economic model becomes 
stronger. [he political, social, and economic crises they create produce more 
migration to the United States. At the same time, more production leaves the 
United States, looking for low wages across the border. ` 
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Maquilas and NAFTA 

When the maquiladora program began in 1964, those plants were heavily 
restricted. From the end of the Mexican Revolution in 1920 through the early 
1970s, the Mexican government encouraged economic development by Mexican 
producers, making products for sale in Mexico. Foreign investment was limited. 
The Border Industrialization Program itself was originally intended in part to 
absorb workers on the border who were unemployed as a result of the end of the 
bracero contract-labor program. 

But under pressure from an accumulating foreign debt, Mexican economic 
policy began to change. Government businesses were sold to pnvate investors. 
U.S. companies were allowed to own land and factories anywhere in Mexico, 
without Mexican partners. The prices of basic goods were decontrolled, and 
government subsidies on food and services for workers and the poor were cut back 
or ended altogether. | 

Mexico was a laboratory for the economic reforms that have transformed the 
economies of developing countmes, away from policies encouraging national 
development, toward ones opening up the economy for transnational investors. 
Today the Mexican economy looks nothing like it did thirty years ago. 

Magquiladoras furnish one of the largest sources of foreign exchange, after oil, 
for the Mexican economy. (Remittances—the money sent home by those 
displaced by neoliberal policies, now working in other countnes—furnish another 
huge source of foreign exchange.) This has created a culture in which anything 
favoring maquiladora production is emphasized, while the human cost is ignored. 
The Mexican government has created an investment climate that depends on a 
vast number of low-wage earners. This climate gets all the government’s attention, 
while it sacrifices domestic Esa AARE ability of people to buy what they 
produce. 

Well before passage of the North American Free Trade Agreement 
(NAFTA), the disparity between U.S. and Mexican wages was growing 
Mexican salaries were a third of those in the United States up to the 1970s. They 
are now less than an eighth, and as low as one-fifteenth, depending on the 
industry—even during a period in which U.S. wages have declined in buying 
power. 

Over the last two decades, the income of Mexican workers has lost more oe 
half of its purchasing power. Under pressure from foreign lenders, the Mexican 
government has ended subsidies on the prices of basic necessities, including 
gasoline, electricity, bus fares, tortillas, and milk, which have nsen dramatically. It 
estimates that forty million people live in poverty, and 25 million in extreme 
poverty. 

- U.S. workers were also affected by growing poverty in Mexico, which acted as a 
magnet drawing production south. Promises that NAFTA would create jobs in the 


United States to compensate for lost production were simply a political ruse to get 
NAFTA passed by Congress. 
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NAFTA’s comonie lobby, USA*NAFTA, could only document 535 U.S 
jobs created by the agreement in 1994 (its first year), despite promises that U.S 
exports to Mexico would account for one hundred thousand jobs that year alone 
At the same time, the U.S. Department of Labor received claims for NAFTA 
related Trade Adjustment Assistance from 34,799 workers. By 2002, the tota 
was 403,000. According to “NAFTA at Seven,” a report by the Economi 
Policy Institute, “NAFTA eliminated 766,030 actual and potential U.S. job 
between 1994 and 2000 because of the rapid growth in the net U.S. expor 
deficit with Mexico and Canada.” The number is far higher today. A 200: 
study by Robert E. Scott for the Economic Policy Institute found that “the rise 1 
the U.S. trade deficit with Canada and Mexico through 2002 caused thi 
displacement of production that supported 879,280 U.S. jobs.” 

Exports do not always produce jobs. In the five industries that account fo 
most exports to Mexico—electric equipment, machinery, transportatior 
equipment, chemicals, and primary metals—over 1.5 million jobs disappeared i 
the 1980s and ’90s, while exports to Mexico increased. NAFTA accelerated th: 
export of capital, not the export of goods and services. Foreign investment 11 
Mexican plants and equipment, mostly from the United States, grew by $8 billior 
in the first half of 1994 alone. General Electric’s Mexican plants increased thei 
sales in 1994 by 18 percent, to $1 billion. Then-CEO Jack Welch told Busines. 
Week that General Electric’s future lay in Mexico. 


Cross-Border Solidarity 

Through bailout and loan conditions, the U.S. government enforces a low 
wage policy on the Mexican economy, with the Mexican government's activ 
cooperation, in order to encourage maquiladora construction. As a result, labo 
conflicts have broken out in plant after plant for the last two decades, from on 
end of the border to the other. And as those conflicts have grown more intense, | 
movement to support the workers involved has been painstakingly organized to th 
north, in the United States and Canada. 

This cross-border solidanty movement not only provides immediate materia 
support for embattled workers. Moreover, because the maquiladora-style © 
production itself transforms the economies of developing countries such as Mexico 
the cross-border movement in response to it offers a proving ground for a nev 
model of international relationships between workers and unions. Toda 
grassroots solidarity across the U.S.-Mexican border is developing in differen 
areas, using a variety of strategies. These share a general democratic ani 
grassroots character, which differentiate them clearly from the top-down approac! 
to international relations that charactenzed Cold War international unio: 
relationships. The new cross-border campaigns give a voice to workers themselves 

Border labor conflicts are largely the product of the imposition of economi 
reforms on Mexico by the International Monetary Fund, backed up by condition 
on U.S.. bank loans and bailouts. The most- important of those conditions— 
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beyond even ending subsidies and opening the Mexican economy to imports—has 
been privatization. — 

In countries like Mexico, with mixed economies, a large percentage of workers 
historically has been employed by state enterprises. A majority of Mexican industrial 
workers were employed by the government until economic reforms began transforming 
its economy in the 1970s. Mexico’s organized labor movement had its greatest 
strength in the state sector. 

While three-quarters of the workforce in Mexico belonged to unions three 
decades ago, less than 30 percent do today. In the state-owned oil company, 
PEMEX, union membership still hovers at 72 percent. But when the collateral 
petrochemical industry was privatized over the last decade-and-a-half, the 
unionization rate fell to 7 percent. New private owners reduced the membership of 
the railway workers’ union from 90,000 workers to 36,000 in the same period. 

Last year, one of the most important Mexican labor struggles was fought over 
the privatization of the electrical system in central Mexico and the destruction of 
its union. This fight is now a decade old. In 2000, SME mobilized its allies, and 
in three weeks collected a million signatures on a petition to stop the sale of their 
employer, the Power and Light Company of Central Mexico. Last year, however, 
the government fired all 44,000 of the company’s employees, occupied its 
installations with federal police, tore up the SME’s contract, and brought in 
thousands of replacement workers. Since then, SME members have been beaten 
as they tried to demonstrate in front of power installations, and dozens mounted a 
hunger strike in Mexico City’s main plaza, the Zócalo. Union activists view the 
attack on the SME as an effort to destroy a union that has been a bulwark of.the 
left, and the most important obstacle to the privatization of electricity. 

Mass firings and the destruction of unions have already faced workers at 
Mexico’s airlines, railroads, busses, telephone system, and in many other 
industries. For over three years, miners in Cananea have been on strike to prevent 
the destruction of their union and the elimination of their jobs in one of Mexico's 
oldest copper mines, and site of the historic 1907 battle that presaged the 
Mexican Revolution. 

In a strike in 1998, hundreds of miners there lost their jobs after the threat of 
military occupation was used to enforce cutbacks by Grupo Mexico, a giant 
` corporation that was virtually given the mine in the wave of privatizations 
conducted by former President Carlos Salinas. Since there is almost no other 
work in Cananea, a small mountain town, the jobless miners had to leave. Many 
of them crossed the border, just fifty miles north, to find work and a new future 
in the United States. If the current strike in Cananea is lost, and the union 
defeated: or destroyed, hundreds more will lose their jobs. In effect, the miners 
are fighting for the right to continue living and working in Mexico. 


Looking for a Future . 
Where do miners go when they lose their jobs and union? Where will the 
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44,000 fired electrical workers go to find work, if they cannot win back their jobs, 
their union, and their rights? Migration, 1 in this case to the United States, is a 
direct consequence of repression, privatization, and the imposition of market-based 
economic reforms. 

The miners and electrical waters are not ate. Migrant Rights International, 
an immigrant rights organization based in Geneva, estimates that over two 
hundred million people today live outside the countries in which they were born. 
They are not just moving from Mexico to the United States, but from developing 
countries to developed ones all over the world. 

And what do they find when they arnve with dreams of a better life? In the 
United States, they become part of an immigrant workforce with conditions and 
wages at the bottom. They are denied the most basic nghts—no unemployment 
insurance, no medical care, no social benefits of any kind. They have no nght toa 
job. Not only can they be fired at a moment’s notice, like most workers, but for 
them, the very act of working is also a crime, a violation of the law—thanks to the 
employer sanctions provision of the Immigration Reform and Control Act of 1986. 

These workers are denied the right to be residents of a stable community, to . 
live here at all. And the irony is that they often wind up working for the same 
corporations whose operations in their countries of origin are part of the reason 
they are here to begin with. 

_ Workers in the United States become victims of the same free-trade economy, 
losing their jobs when their plants close, or when the shrinking tax base that pays for 
social services leads to job cuts. When this happens, they are told to find someone to 
blame. But instead of pointing the finger at the corporations and governments and 
financial institutions that actually make the decisions, they are told to blame other 
workers. Blame the workers in Mexico or China for taking your job. Blame the ` 
immigrant workers in the United States for the same thing. 

As a result, anti-immigrant hysteria has now become an extremely serious 
problem in all developed countries, as migrants have become a transnational 
‘reserve army of labor, and an integral part of the workforce in the countries to. 
which they.go. 

Transnational corporations want to have it both ways. They want the nght to 
invest in the developing world, forcing wages to the bottom in the pursuit of profits. 
And in the developed countries, they seek workers who have been displaced by high 
unemployment, pnivatization, and falling wages, and use them as a source of 
disposable labor at low cost. 

In this drive for higher profits, corporations are aided by U.S. immigration ° 
legislation. While immigration laws are always presented in the media as a means 
of controlling borders, and keeping people from crossing them, they have always 
had a much more important function. For the last hundred years, they have been 
the means of regulating the supply, and ronsequenty the price, of immigrant 
labor. 
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No matter how many walls are built on the border, no matter how many troops 
or National Guardsmen or helicopters patrol it, workers will still cross it looking 
for a future, so long as trade agreements and structural adjustment programs give 
them no alternative in order’to survive. There is no more eloquent and damning 
testimony to this than the fact that hundreds of women and men—-workers and 
farmers—die every year m the desert, trying to make the journey from northern 
Mexico into the United States. 

Throughout the Cold War, instead of fighting for the rights of these migrant 
workers, anti-immigrant attitudes dominated the U.S. labor movement. At the same 
time, U.S. unions supported the growth of free trade, U.S. corporate investment, and 
U.S. foreign policy generally—the very causes of the displacement of people and their 
migration. In 1986 the aforementioned Immigration Reform and Control Act, which 
made the very act of working, of having a job, illegal for undocumented immigrants, 
was supported by the AFL-CIO. The justification was that if people could not work, 
they would go home, or not come in the first place. 

But when working becomes a crime, it is very difficult for workers to organize 
unions, go on strike, and fight for better conditions. As the Clinton, Bush, and 
now Obama administrations enforce immigration law in the workplace, those 
difficulties have only grown worse. 

Immigration agents now check documents that workers must fill out to get a job, 
and they require employers to fire those whose documents are in question. The 
Social Security Administration has been pressed into misusing its database to search 
for undocumented immigrants. In just the last year, 1,200 union janitors were fired 
in Minneapolis, 300 in Seattle, 475 in San Francisco; and 2,000 sewing machine 
operators were terminated in Los Angeles. Hundreds more have lost their jobs in 
similar incidents around the country. The Department of Homeland Secunity says it 
is auditing the personnel records of 1,654 companies, leading potentially to the 
firing of hundreds of thousands of people. That, in itself, will have a profound 
impact on unions, as members who have been paying dues, in many cases for years, 
expect their unions to defend their jobs and their families’ livelihoods. If unions fail 
to defend them, they cannot expect that immigrant workers will want to join. 

At the same time as enforcement increases, employers propose programs that 
would allow workers to remain in the United States, but only as contract laborers, 
under conditions in which any protest for higher wages, or any effort to join a 
union, would lead to deportation. 


Workers, Not Victims 

The good news is that anti-immigrant sentiment in the U.S. labor movement 
has never gone unchallenged. And for the last two decades, U.S. unions have 
become much more interested in organizing and fighting for the rights of 
immigrant workers. 

In part, this is due to the need to survive. Immigrant workers on the bottom are 
among those who most want and need unions, and who have been willing to take 
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the risks involved in organizing. Recognizing this basic fact, in 1999, grassroots 
immigrant rights coalitions and labor councils around the country combined to 
bring a resolution to the AFL-CIO convenfion in Los Angeles, calling for an end 
to employer sanctions, for a new amnesty program to legalize workers already 
here, and for ending the administration’s immigration enforcement program 
directed against workers. At the convention, national union leaders spoke out for a 
change in immigration policy. 

Today U.S. unions represent about 12 percent of the workforce. They have to 
organize 400,000 workers a year just to stay in the same place. If they want to grow 
from 12 to 13 percent—just | percentage point—they have to organize 800,000 
workers a year. [he reality is that in the last few years there is sometimes a slight 
increase, but more often more slippage. The percentage of organized workers has 
been drepping since the 1950s. When union density declines, wages drop and the 
political power to challenge large corporations and the powerful institutions of our 
society drops too. L.ow union membership means no single-payer health insurance. 
It is not a difficult equation to understand. 

But while this decline is taking place in general, immigrants have clearly been 
fighting to organize. In California, a majority of union drives over the last decade 
have been at least partly based among ‘immigrants. These include not just 
campaigns initiated by unions, but also many spontaneous strikes and organizing 
projects initiated by immigrant workers themselves. 

This upsurge is partly due to demographics. The workforce is changing in 
many industries. Immigrant workers make up an increasing percentage of the 
workforce in building services, health care, manufacturing, food processing, 
construction, and hospitality (hotels and restaurants). Some industries have 
always had a largely immigrant workforce—agriculture, garment, electronics, and 
others. 

These are industries built on exploitation, and the rate of exploitation is getting 
higher. In Los Angeles’s garment industry, ‘for instance, the inflation-adjusted . 
wage level has fallen every year since 1986, when the immigration reform bill was 
passed, while at the same time, jobs were moved offshore. This also happened in 
residential construction, where union representation was lost in the 1950s, until 
thousands of immigrant drywallers and framers struck for a year in 1992 and the 
trend began to reverse. 

Changing demographics and increased exploitation are not just happening in 
California. This change is going on everywhere, including states that historically 
have not had many Latino or Asian immigrants. 

While immigrants are exploited, they are not victims. As the AFL-CIO was 
debating its change of position in Los Angeles, a group of workers stopped work 
in a meatpacking plant in St. Paul, Minnesota, sat down on the line, and sent a 
delegation down the street to the United Food and Commercial Workers hall to 
let the union know they were on strike and ready to join. _-_.. 
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At the huge immigration rally that followed the Los Angeles convention, one 
worker testified that her employer, a Palm Springs hotel, fired workers when they 
began organizing a union. Housekeepers then struck the hotel for three months. 
When the National Labor Relations Board ordered the hotel to return the 
‘workers’ to their jobs, and the hotel refused to rehire those workers who had no 
papers, the strike went on for another month until everyone got back in. 

Immigrants are not the only workers with a history of struggle. Other groups of 
workers are also pro-union, and courageously stand up for their rights. But there is a 
track record of self-organization among immigrants—of worker-initiated job actions 
and of community support for them. Undocumented immigrants are not a threat; 
they are a source of strength for the labor movement. Many immigrant workers do 
not have to be told what unions are, or even, in many cases, how to organize, despite 
the fact that they may be unfamiliar with U.S. labor laws and nights. They have 
something to. offer labor besides just a chance to grow. 

In the Philippines, for instance, workers set up tents and live at the plant gate 
when they go on strike. No police harassment can chase them away. That kind of 
militancy enabled Filipinos to organize unions in the isolated Alaska fish 
canneries and the fields of California and the Northwest all through the 1930s. 
The great grape strike of 1965, when the United Farm Workers was born, was 
started by that generation. of Filipino labor activists. 

In Mexico and El Salvador, despite harassment and sometimes bloody 
repression, the law- still prohibits companies from operating and hiring 
strikebreakers during a legal strike (although Mexico’s conservative government is 
trying its best to “reform” that right away). That experience often gives workers 
from these countries a greater expectation of their labor rights. This expectation is 
good for U.S. unions and communities. It helps workers to raise their sights, so 
they do not continue to take strikebreaking for granted, and treat it as a normal 
state of affairs. These cultural expectations place a higher value on labor nghts 
than on private property nights, a realization that would benefit U.S. workers as a 
whole. 

While those Cal Spas strikers might have been suspicious of the union initially, 
their expectations about their right to strike were actually much greater than most 
U.S. workers. Many union organizers have learned to appeal to those 
expectations as a way of convincing immigrant workers to start getting organized. 

Immigrant communities are usually very supportive of working-class struggles, 
and workers themselves have a tradition of mutual support. Strikes in the barrio 
often become struggles of a whole community against a big employer. 

But to reach out successfully to immigrant workers, there must be a strategic 
alliance between unions and immigrant communities. Organizing is not as simple 
as just going to a plant gate with membership cards and leaflets and signing up 
workers. It is a long-term struggle that requires real organization among workers 
themselves, a plan for battling the employer to really change conditions in the 
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workplace and for creating real community support and alliances, such as Jobs 
with Justice and its Workers’ Rights Boards 

Immigrant communities are often already well-organized. Among Mexicans 
and Filipinos, for instance, associations of people from the same town back home 
are very common. In the 1992 drywall strike in southern California, workers— 
many of whom came from a few towns in central Mexico—shut down residential 
construction from Santa Barbara to the Mexican border. Town associations also 
played a big role in organizing huge marches, from the one-hundred-thousand- 
person march against California’s Proposition 187 in 1995 to the muillion-strong 
Immigrant rights marches of 2006 

Immigrant rights coalitions are natural allies for the labor movement. Some of 
the most fundamental rights denied immigrants are their nghts as workers. 


Economism to Equal Rights 

There have always been two ways of thinking about immigrants in the labor 
movement. One has been narrow economism, where unions have sought to restrict 
the labor supply, making unions a club for a privileged few. In the times when 
economism has dominated labor, as it did during the Cold War, unions just 
defended the interests of their own members, while other workers and their 
concerns were excluded by racism, sexism, and anti-immigrant sentiment. 

In 1999, the AFL-CIO took a huge step forward toward a very different vision, 
one that conceptualizes unions as social movements that try to organize everybody. 
The AFL-CIO’s changed position on immigration said that labor is going to fight 
for the interests of workers as a class—all workers, including the undocumented. By 
challenging corporate power with a larger vision of social justice, this position 
announces that labor intends to fight racism and anti-immigrant hystena. . 

The 1999 resolution called on unions to oppose employer sanctions. These 
sanctions are actually directed against workers, not employers. When work becomes 
illegal, employers have a big weapon to use against any. effort to organize unions or 
fight for better conditions. This changed position stands for equal nghts for all 
workers. Even further, the justification for sanctions is that if workers cannot work, 
they will leave the country. By demanding the repeal of sanctions, unions rejected 
that racist exclusion, and determined instead that they would fight for the nght of 
those workers to stay and to support their families. 

Labor should not give up this position. The 1999 resolution-was won as a 
result of a thirteen-year struggle, in which unions became convinced that defending 
the undocumented was a key to their own survival. It became the heart of a 
growing alliance between labor and immigrant communites. It should not be 
sacrificed on the altar of political deal-making in Washington. 

The AFL-CIO also called for a new amnesty, in which undocumented 
workers can apply for legal status. Workers who have a stake in the community 
also have a stake in organizing for better conditions. But when immigrants are 
vulnerable, their second-class status is not only used against them, it is used 
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against everyone else as well.. 


What Do We Want? 

eee and U.S. policy have kuone looked at immigration law as a 
means of regulating the labor supply, to drive down wages and conditions. Today 
there are many visa categories that employers use to bring workers to the United 
States as contract laborers, for exactly that purpose. They have programs for high- 
tech workers, health care workers, farm workers, garment workers, and others. 

When workers stand up for better conditions or organize a union, they can be 
easily fired, immigrant or not. But when contract or guest workers are fired, they 
not only lose their jobs, but also their ability to stay in the country. That effectively 
gives the employer the power to deport as well as fire workers, and it makes people 
in these programs desperate and vulnerable. Allowing those workers to find a new 
employer is little protection if they get deported whenever they stay unemployed 
for any period of time. 

Increased vulnerability is the reason why E want new programs or the 
expansion of existing ones. In high-tech plants, the electronics industry has a long 
history of discrimination against African-American engineers, and employs hardly 
any. Workers of color have been banging on the door to get jobs, but instead of hiring 
_ them, and having to raise wages to compete for domestic labor, the companies bring 
workers from other countries as dependent, indentured servants—contract labor. 

These industry and employer-based visa programs are all based on the idea that 
immigration law should be used to supply workers to employers. These. proposals 
eliminate any possibility for real, meaningful immigration reform, especially since 
increased enforcement is necessary to make sure that workers do not leave these 
situations of high exploitation. 

But this is what is coming. The immigration reform President Obama and 
Mexican President Calderon agree on is a temporary worker program. For Calderon, 
a contract labor program allows him to say he has opened the door to the United 
States, and that Mexicans will no longer have to cross the desert and risk death if they 
want to work. The last three U.S. presidents have all supported. guest worker 
programs because they are the form of immigration reform desired by corporate 
employers. 

It is important for workers and unions on both sides of the border to decide what 
they want, rather than accepting the proposals made by employers and conservative 
politicians. Do we want to ensure that all workers have the nght to organize, and will 
we oppose any immigration proposal that undermines that right? Do we want a policy 
that unites families, rather than divides them? Do we want stable communities, where 
working people can build political power? Do we want unity and equality among 
workers, white and people of color, immigrant and native born? Do we want trade 
agreements and economic reforms used to displace communities, and force people to 
` migrate in search of work? - . 

We must decide, and then fight for what we really want. 
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When Do We Want It? | 

AFL-CIO President Richard Trumka says, “We need to aa sure every 
worker in America—documented or undocumented—is protected by our labor 
laws.” And that we need immigration reform that “allows immigrants to be 
securely part of our country from day one—able to assert their legal nghts, 
including the right to organize, without fear of retaliation.” 

But not all reform proposals will accomplish that goal. In fact, those ine a in 
Congress for the last five years go in the opposite direction. Recently the Counsil on 
Foreign Relations proposed two goals for U.S. immigration policy. “We should 
reform the legal immigration system,” it advocated, “so that it operates more 
efficiently, responds more accurately to labor market needs, and enhances U.S. 
competitiveness.” This essentially calls for using migration to supply labor at: 
competitive, or low, wages. “We should restore the integrity of immigration laws,” the 
Council went on to say, “through an enforcement regime that strongly discourages 
employers and employees from operating outside that legal system.” This couples the 
current enforcement regime like the one at present, with its raids and firings, to that 
labor supply system. 

Immigration policy based on seduces a labor supply for employers always 
has two consequences. The displacement of communities abroad becomes an 
unspoken policy, because it is needed to produce workers. And inequality 1 in the 
countries where those workers go becomes an official policy. 

The U.S. faces a choice in direction. A corporate agenda on migration would 
manage the flow of people with new guest worker programs, and increased 
penalties against those who try to migrate and work outside this system. Some 
proposals also contain a truncated legalization for the undocumented, but one that 
would disqualify most people or have them wait for years for visas. 

History tells us that a better direction is not only possible, but was also 
partially achieved by the civil nghts movement. In 1964 heroes of the Chicano 
movement like Bert Corona, Ernesto Galarza, César Chavez, and Dolores 
Huerta forced Congress to end the bracero program. The next year, Mexicans 
and Filipinos went out on strike in the fields of Coachella and Delano, and the 
United Farm Workers was born., The following year, in 1965, those leaders, 
together with many others, went back to Congress, and won a law that made 
family unity the criteria for migration, rather than fulfilling the labor needs of 
corporations. The civil rights movement won that law. That fight is not over. + 

We need legalization, so ‘that twelve million people can quickly gain residence 
rights and green cards. We need to get rid of the laws that make working a crime, 
along with the privately run detention centers that enforce them. 

We have to make sure that the decision-makers of Washington DC will not 
plunge families in Mexico, El Salvador, or Colombia into poverty, and force a 
new generation of workers to leave home to find jobs in furniture factories and 
laundries, office buildings and packing plants, on construction sites, or just in the 
gardens and nurseries of the nch. Families in countries where people are displaced 
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by free trade and neoliberal policies have a right to survive, a right not to migrate. 
To make that nght a reality, they need jobs and productive farms, good schools 
‘and health care at home. 

Solidarity is the key to winning those rights. We have a great advantage in this 
increasingly globalized world. Over two hundred million people, just about all of 
them workers and farmers, are part of a great migrant stream, a human bond that 
connects the countries of the developed and developing world. What more natural 
vehicle for solidarity is there than workers themselves? Who knows more about the 
working conditions in both halves of the world than someone who has worked in 
each half? Who can see most clearly the operation of the global economy, and 
who has a greater stake in changing it? Who can help us to change our unions, 
which are overwhelmingly national organizations, accustomed to functioning’ 
within national borders, into truly global organizations, uniting workers across 
borders? 

Organizing immigrant communities is not a matter of taking pity on the 
downtrodden. It.is a matter of understanding what is necessary for the survival of 
our communities, of our labor movement. If we are serious in wanting to build 
political power, then we must incorporate migrant workers, fight for their rights, 
and make the movement for social justice one that belongs to all of us, documented 
and undocumented. 


AY 


The present financial explosion which is unprecedented can’t be handled in 
terms of the hints in Volume III [of Marx’s Capital] about finance. Although they 
are not unuseful, not without considerable value. The whole notion [introduced by 
Marx] of an abbreviated accumulation formula, M-M' [Money-more Money], 
without any production element M-C [Money-Commodity], is a very fruitful way 
of thinking about finance, how is it possible for M' to relate only to M without the 
system of production in the middle. But that’s what’s happening all the time now. 
If we don’t think about this...we’re not going to understand a lot of what goes on 
in the world today. I must say, my own feeling is that this is an area where nobody 
has done really very well....In economics, we need a theory which integrates 
finance and production, the circuits of capital of a financial and a real productive 
as much more effectively than our traditional theories do. 

—“Interview with Paul Sweezy,” Monthly Review, April 1987 
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Two Poems 


Marilyn Buck 


When Marilyn Buck died last August 3, she had lived outside prison, on parole, 
for only twenty days. At age sixty-two, she had spent her last twenty-five years in 
Various maximum security prisons. Before that, she lived years underground, 
supporting and taking part in actions with the Black Panther Party and later, the 
Black Liberation Army. Marilyn was a white woman who carried a great deal of 
pain, most of which came from her unflinching acknowledgement of the centuries of 
untold inequities suffered by African Americans and other people of color at the 
hands of “freedom-loving” white America. 

In or out of prison,.she decried these inequities and dedicated her life to trying 
to stop them, even as they became often subtler, more nuanced in the postmodern 
days of post-Bull Connor affirmative action. Despite her decades behind bars, 
Marilyn worked hard with, and for, other women incarcerated with her, who 
loved and deeply respected her. With little hope of ever being released, Marilyn 
kept her mind alive, earning a B.A. in psychology and an M.A. in poetics from 
New College of California in San Francisco. She kept her voice alive by writing 
poetry, for which she won three prizes from the PEN American Center Prison 
Writing Program, and publishing two books and a CD of her work. In an 
interview for the July-August 2001 issue of Monthly Review 
(hitp://monthlyreview. org/070 1 day.htm), Marilyn described what it was to write 
in prison: “I tried to find ways to tear down my walls, to protect myself less. It’s 
always a risk, because when you open a door, you don’t know what's going to 
come in, or what's going to go out....But I felt like, if I didn’t take that risk, that 
! was going to smother the essence of who I was.” 

Fluent in Spanish, she also translated State of Exile, poems of Uruguayan poet 
Cristina Peri Rossi (City Lights, 2008). Her supporters outside helped her reach 
` the larger world and created a website for her (http://marilynbuck.com). 

A few years ago, and against all odds, Marilyn was told she was to be granted 
parole in 2010. After existing for years with two people in a six-by-nine-foot cell, 
Marilyn was finally to have a life outside, some privacy, her own room. She hoped 
to explore the streets of New York, see the ocean, maybe even—horrors—sometimes 
go shopping. 

Marilyn was preparing Inside Shadows, a collection of her new ‘work to be 
published in 2011, when she learned she had an aggressive form of uterine cancer. 
She endured an operation and chemotherapy, but soon became so ill that her 
attorney, Soffiyah Elijah, was able to convince the U.S. Parole Commission to let 
ker out early. Marilyn died at home, four days before what was to have been her 
_ Gfficial release date. 

—Susté DAY 
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Tattoos 


A prisoner’s observation: I read about “shock & awe,” 
your country stripped Iraq: lights, phones, TVs 
even the water M 


in my country, they don’t take your clothes 

they don’t send you thousands of miles away 
here prisoners know shock and awe 

here they stripped me bare, took everything . 

my locket with my children’s pictures, I’m cut off 
lucky they didn’t cut off my tattoos 


They tried to steal me from myself 

took my name, added a number 

Only Ramos remains: Ramos 72283-212. 
J am not a number I am 

Sara Maria Ramos-Portillo, 

not a number. | have my tattoos 

every night I touch my husband’s name, 
Angel L:uís, with angel's wings 

over my heart, and one with-flowers, 

tiny red roses woven around my wrist 
with Tina and Lufs my children’s initials, 
they can’t take them away from me 

I remember who | am 

and where I'm from. 


I will not lose my story 
My skin tattoos my song. 
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Undocumented 


Benny is back. 
Her sister begged her to come 
home to Long Beach to help her 


mother was so sick. 


I can't, I can’t, I can’t 

I mustn’t cross over 

I’m stuck here in TJ, [’m afraid 
lIl go back to prison 


Por favor, hermana, come 
por favor hermana, don’t ask me 


Nothing will happen, Mami needs you 
she’s so sick and needs you to talk 

for her, to the doctor, you speak 
English too good 


No lo puedo, | l 
si puedes. l'm coming to get you 
you ll see, it is going to be okay 
No, I'll come alone 

on foot with the day workers. 


Benny is back. 
three years now, 
her mother died, 


never saw her again. 
Benny leaves soon 
ICE will send her back | 


to Tijuana 
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The Great Financial Crisis— 
Three Years On 


John Bellamy Foster and Fred Magdoff 


The Great Financial Crisis began in the summer of 2007 and three years 
later, despite a putative “recovery,” it 1s still having profound effects in the United 
States, Europe, and in much of the world. Austerity is being forced on working 
people in many countries. Matters are especially difficult in Greece, a country that 
is being compelled by the demands of bankers, including: the International 
Monetary Fund, to squeeze its workers in return for loans from abroad to help pay 
down government debts. Official unemployment in the United States is still . 
around !0 percent, and real unemployment is much higher. An unprecedented 44 
percent of the officially unemployed have been without work for over six months. 
A record number of people are receiving government food assistance as well as 
meals and groceries from charities. Many U.S. states and cities, facing large 
shortfalls in their budgets due to falling tax revenues, are cutting jobs and reducing 
funding for schools and social programs. 

Much of the attention devoted to determining the cause of the crisis has been 
directed at the role of “subprime” mortgages in the United States that were sold 
to low-income people who had little chance of being able to pay the mortgages on- 
their homes. Many of these subprime loans were given out under predatory terms 
that were especially unfavorable to the unsuspecting borrowers. The bundling of 
these loans together to be sold to institutions around the world served to spread 
significant nsk far and wide. 

Yet, despite the instability generated by such loans, and a whole host of exotic 
financial instruments associated with them, the very severity of the Great Financial 
Crisis suggests that it was not pnmarily a product of such speculative practices. 
Rather, it was the outcome in the main of long-term structural factors, reflected in the 
secular decline in economic growth rates and the long-run increase of financial fragility 
and instability. 

The economic growth rates of the rich countries at the center of the capitalist world 
system have been shifting into low gear for decades. In the United States, average 
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GDP growth, corrected for inflation, dropped from 4.4 percent in the 1960s, to 3.3 
in the 1970s, 3.1 in the 1980s and 1990s, and 1.9 in the 2000s (2000 to 2009). In 
response to these conditions of deepening economic stagnation within the “real 
economy,” excess money capital flowed into the financial sector seeking quick returns, 
leading to the creation of a massive financial superstructure on top of a weakening 
economic base. This resort to speculative finance as a wealth-generation strategy gave 
rise to huge artificial profits (and capital gains) seemingly out of thin air—with no real 
relation to the commodity economy. . 

In this situation, larger and larger infusions of debt—household, corporate, and 
_ government—were needed to generate a given level of growth. At the same time, the 
whole debt balloon, which: more and more took on the character of Ponzi finance, 
required constant infusions of cash merely to stave off the inevitable crash. The result 
was a literal explosion of debt, which reached an astronomical 350 percent of U.S. 
GDP by 2007. 

Financial bubbles are invariably symptoms a r underlying problems. To 
focus simply on subprime loans, or even the housing bubble itself, as the real cause 
of the crisis—as most orthodox economic commentators have done—is thus to 
mistake the symptom for the disease. If it hadn’t been for the housing bubble in the 
United States, there would have been another bubble that would have likely led to 
essentially the same results. Since the 1970s, the economy has seen more and more 
“credit crunches,” with central banks each time rushing in at the first sign of trouble 
to bail out failing financial institutions. This, however, has contributed to the 
growing financial fragility, while the underlying problem of stagnation has remained 
unaddressed. | 

Three years since the onset of the Great Financial Crisis, matters have become 
so serious that Paul Krugman, winner of the Bank of Sweden’s Nobel Memonial 
Prize in the Economic Sciences, has declared that we are now in (or entering) a 
Third Depression, i.e., a third period of economic stagnation. This Third 
Depression, he suggests, resembles both the stagnation that began in Europe and 
the United States in the 1870s, which he labels the Long Depression, and the 
stagnation of the 1930s, or the Great Depression. As Krugman wnies: “We are 
now, I fear, in the early stages of a third depression. It will probably look more like 
the Long Depression than the much more severe Great Depression. But the 
cost—to the world economy, and, above all, to the millions of lives blighted by the 
absence of jobs—will nonetheless be immense.” Krugman contends that “this 
third depression will be primarily the result of a failure of policy”—the 
continuation, even in a severe downturn of the neoliberal policy of austerity aimed 
at erasing government deficits, as opposed to adopting a strong Keynesian 
stimulus policy as a way out of the cnsis.’ 

It is true that misguided neoliberal deficit-fighting economic policies during a 
slump will-cause further damage to economic prospects. But Keynesian stimulus 
offers no genuine solution. The real problem, we argue, is not economic policy but 
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capitalist development itself. Our thesis, in the briefest possible terms, is that the 
advanced capitalist economies are caught in a tendency to stagnation resulting from 
the dual processes of industrial maturation and monopolistic accumulation. 
- Financialization (the shift in the center of gravity of the capitalist economy from 
production: to finance) is to be regarded as a compensatory mechanism that has 
helped to lift the economic system under these circumstances, but at the expense of 
increased fragility. Capitalism is thus caught in what we call a “stagnation- 
financialization trap.” 

All of this is connected to the class structure of jabon anaes capital, which 
has produced levels of inequality without precedent in the advanced capitalist world. 
The so-called “Forbes 400,” the 400 richest Americans, now own about as much 
wealth as the bottom half of the population, some 150 million people. A number of 
Citigroup analysts have recently argued that the United States and other nch 
economies are now so top heavy from ‘the standpoint of wealth and income 
distribution that they are best described as “plutonomies,” in which small class 
fractions control increasingly large portions of social wealth.? 

To be sure, emerging economies, notably China and India, have not yet 
acquired the diseases of maturity and monopolization in the sense of the advanced’ 
capitalist states and thus are relatively free from the chronic illness that has 
crippled the countries at the center of the system. But emerging countries are far 
from being immune to the problems generated. Indeed, there is every reason to 
believe that they too will be impacted in multiple ways in today’s globalized 
economy as a result of the weakening of the system at its core. It is worth noting 
that the Long Depression was followed by a great wave of imperialist expansion 
leading up to the First World War, while the Great Depression led to the inter- 
imperialist conflict of the Second World War. The current Third Depression is 
already pointing ominously to heightened imperial conflict, centered especially in 
the Persian Gulf, which could potentially lead to devastating consequences for 
humanity as a whole. 

If all this were not enough, the world is now facing an even more serious peril: 
a rapidly accelerating planetary ecological crisis that threatens, if radical changes 
are not made in the next decade or two, the eventual collapse of most of the 
world’s ecosystems, together with human civilization itself. 

There is only one possible solution to this all-encompassing planetary crisis, and 
that is the euthanasia of capitalism, replacing it with a new economy geared to 
sustainable human development, ecological plenitude, and the cultivation of genuine 
human community. The sooner we begin to construct this qualitatively new system 
through our mass struggles, the better the long-term prospects for humanity and the 
earth will be. . 

Eugene, Oregon 
Burlington, Vermont 


June 30, 2010 ` 
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REVIEW 


Red Cop in Red China 
Qiu Xiaolong’s Novels on the Cusp of Communism and 
Capitalism 


Jonah Raskin 


The books reviewed here are Qiu Xiaolong, Death of a Red Heroine (2000), 
464 pages, $14.00; A Loyal Character Dancer (2002), 360 pages, $14.00; 
When Red Is Black (2004), 320 pages, $13.00, all published in New York 
by Soho Crime; and A Case of Two Cities (2006), 320 pages, $13.95; Red 
Mandarin Dress (2007), 320 pages, $13.95; The Mao Case (2009), 304 
pages, $13.99, all published in New York by Minotaur Books. 


Qiu Xiaolong—the prolific Chinese novelist born 1953 in Shanghai and a 
resident of the United States since 1988—has made a fetish of the word and the 
color red, not surprisingly, since he writes about Red China. Three of his 
innovative novels include red in the title: Death of a Red Heroine (2000), When 
Red Is Black (2004), and Red Mandarin Dress (2007). In all three of these 
books, the main character is a sensitive, poetry loving, yet tough-minded police 
inspector who works for the Shanghai Police Bureau; he’s on the city payroll and 
doesn’t work as a free-lance private eye for hire. 

The same inspector, none the worse for wear, appears in three other crime 
novels that don’t include the word red in the ttle: A Loyal Character Dancer 
(2002), A Case of Two Cities (2006)—which plays on the ttle of Dickens’s 
1859 novel of the French Revolution, A Tale of Two Cities—and The Mao Case 
(2009). All six books have come to be known as the “Inspector Chen Series,” 
and they've quickly attracted devoted fans. One’ other book by Xiaolong, a short 
story collection entitled Years of Red Dust (2010), also has the word red in the 
title, and perhaps brings to a resounding conclusion the red thread, or theme, that 

. he followed for a decade. 

The books in the Inspector Chen series are set, for the most. part, in Shna | 
in the 1990s, a time when Chinese society was coming apart at the seams, and 
crime insinuated itself in the widening gap between the disintegrating institutions 
of the old Communist order, and the newly emerging structures of capitalism. If I 
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might be permitted to wax sociological for a moment, I'd say that the world in 
Xiaolong’s novels is one that straddles free-market enterprise and a consumer 
mentality on the one hand, and state-run industries and adherence to the collective 
on the other. In this maddening world, citizens lose their footing, and blackmail 
and murder find a home. 

It’s a volatile, violent terntory in which cops and cnminals, the innocent and the 
guilty, operate according to their own individual codes of honor—or dishonor, as the 
case may be. Watching them wriggle, squirm, conspire, and lie is a delight, and 
Xiaolong’s attention to details—the make and color of a car, or the crabs in a pot on 
a kitchen stove for example—conjures up a rich and complex portrait of an entire 
society in transition that’s reminiscent of some classics of nineteenth century French 
diterature, such as Stendhal’s The Red and The Black (1830). 

In Xiaolong’s Shanghai, Russian commissars have long since packed their 
bags and returned to Moscow, while the red-white-and-blue Americans, including 
tourists, have arrived in force, bringing with them American business methods, 
words, phrases, and customs—like having a night cap (a Manhattan, for example) 
before going to sleep. “Socialism and capitalism, side by side,” the author wntes 
tersely in Death of a Red Heroine, the first and most ambitious of the Chen books, 
“a peaceful coexistence.” In the same work, a former professor of literature offers 
Chen a quotation from the Irish poet William Butler Yeats, to explain the crisis in 
Chinese society. “Things fall apart; the center cannot hold,” she says. “It’s the 
Modern Age.” 

Indeed, in Xiaolong’s novels, things and people fall apart dramatically; the old 
Communist Party of Mao is no longer at the center of the society, and Mao’s 
political heirs can’t hold everything and everyone together. In fact, the children of 
old party cadre are drawn to the lifestyles of the rich and the famous; their 
lifestyles are truly decadent, even by Western capitalist standards, and criminal as 
well. Sull, if the society itself has no center, Xiaolong’s novels do, and that center, 
which 1s both moral and aesthetic, is Chen; a Chinese Communist cop who is a 
truly original character. 

Chen is a most welcome aden to the cast of cops and detectives in literature, 
¿mong them Raymond Chandler’s Philip Marlowe who walks the mean streets of 
Los Angeles, and Dashiell Hammett’s Sam Spade who prowls the alleys of San 
Francisco. Chen is no second-hand copy. He’s Chinese through and through, a 
creature of Shanghai society, and a product of Chinese history. When we first meet 
him, he’s a thirty-something bachelor with a promising career ahead of him and the 
proverbial bright future, if only he doesn’t run afoul of Communist Party authorities, 
ar rock the boat that the Party means to maintain. 

Unlike Marlowe and Spade, he doesn’t have his own downtown office. And 
unlike Arthur Conan Doyle’s Bnitish detective, Sherlock Holmes, who has Dr. 
Watson as his foil, Chen has no loyal sidekick to share his quarters and follow his 
thoughts, though he has friends and comrades in whom he confides his hunches 
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and speculations. Then, too, unlike his Bntsh and American literary 
predecessors, he harnesses all the latest technology to solve crimes. 

No magnifying glass for him to hunt for fingerprints. He uses faxes, computers, 
data bases, cell phones and payphones (when he doesn’t want anyone to wiretap 
him), cameras, photographs, government documents, and all the newest gadgets of 
the library; though it’s the human element, not the latest technology, that makes the 
crucial difference in his line of work. He knows when to be a tough cop and when to 
be a gentle cop; when to ask pointed questions and when to back off. 

Chen, of course, has contradictions, in the sense that Mao used the word in his 
essay, “On Contradiction,” though Chen doesn’t spout Mao or adhere to official 
Communist ideology. Early in Death of a Red Heroine, the author says of Chen’s 
Spartan living space, “There was no portrait of Chairman Mao in this 
apartment.” Granted, he belongs to the Chinese Communist Party, but that’s in 
part because membership in the Party shields him and enables him to go on living 
and working. To succeed, he has to play the political game, and he plays it like a 
pro. 

He’s not an opportunist, however, but rather a man with a code of honor. 
Loyal and incorruptible, he believes in social equality and he works for genuine 
justice. Unlike Spade and Marlowe and other American detectives—who become 
part of the “nastiness” in the society around them—Chen does not take on the 
rapacious qualities of Shanghai's new capitalist individualists. In a sense, Chen is 
more of a thoroughgoing communist than the loyal Communist Party members. 
Though he doesn’t believe in “isms,” Marxism has rubbed off on him, and he 
can’t help but view Chinese society through the prism of Marx as a class society 
with class conflicts and crimes of class. In part, he’s a reflection of the author’s 
own sense of himself as a skeptic and cnitical thinker. “I may be more or less like 
Chief Inspector Chen,” Xiaolong observed in an interview with Professor 
Jamieson Spencer, who teaches English literature at St. Louis Community 
College. Xiaolong added that, like Chen, he was “An intellectual. questioning and 
being questioned all the time.” 

A ngid political commissar would probably say that Chen has “bourgeois - 
tendencies,” and those accusations are leveled at him in the course of Death of a Red 
Heroine. He has a habit of invoking the “Confucian truisms” he leamed from his 
father who worked as a professor and was jailed during the Cultural Revolution, and 
he often writes his own poetry, and recites ancient Chinese and ‘modern American 
verse. In his spare time, he translates English and American modemist writers into 
Chinese, for the love of it, as well as for extra cash. As a cop, he’s a translator in a 
metaphonical sense; his job demands that he translate the invisible into the visible, and 
_ the shadowy and the subterranean into the light of day. 

"Everywhere he ventures, he ferrets out the facts. When he has to, he flashes his 
badge and gains access- to places that would otherwise be off-limits. What’s 
surprising is the extent to which the Chinese authorities—at least in Xiaolong’s 
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novels, if not in, real life—protect the privacy of private citizens. (There’s a 
fascinating passage in the book, in which the characters discuss the English word 
“privacy” and agree that it’s a challenge to translate it into Chinese.) ' 

Chen can’t and doesn’t simply storm into an apartment, or gain immediate 
access to information—a list of telephone numbers, for example—that he assumes 
will help him in his police work. He obtains permission from the proper 
authorities; he asks nicely, and he doesn’t slap or push anyone around as 
Hammett’s Sam Spade does. Chen’s manners help. All around him, the citizens 
of Shanghai cooperate with his investigations, so if he’s the hero of the book, he 
shares that distinction with China and the Chinese people. 

As for the “red heroine” who is referred to in the ttle of the novel, Death of a 
Red Heroine, she’s an enigma from the start, and not until the very end does the 
reader learn the truth about her. At no time does she appear alive in the novel— 
though she’s viewed in flashbacks—and after her death, the police can’t even 
identify her by name. Her autopsy reveals that she has had sex shortly before her 
murder. In the novel’s first electrifying sentence, Xiaolong. writes; “The body was 
found at 4:40 P.M., on May 11, 1990, in Baili Canal, an out-of-the-way canal, 
about twenty miles to the west of Shanghai.” In the next sentence, he introduces 
` readers to one of Inspector Chen’s colleagues on the police force, and an old 
friend named Gao Ziling. Then, in the long paragraph that follows, Xiaolong 
mentions in passing, “a nuclear test center,” “the Cultural Revolution,” and “an _ 
American company in Shanghai.” 

- On the first page of the novel, Xiaolong introduces, with real pizzazz, the key 
fee that will propel the story. Then, for the next 463 pages, the author weaves 
together the threads that make up the novel: the conspicuous life and the murky death 
of the red heroine, a Communist Party member and darling of the media named 
Guan; the story of Detective Chen and the journey he takes to solve the mystery, 
which also makes him aware of his own divided self; and the life-and-death struggles of 
Communist China, a nation with’ two conflicted identites. Like Guan—the “red 
heroine”—China has a public face that’s displayed to the world, and a private face 
tnat’s largely hidden. Like Guan, the country has an image it presents in the media 
and a very different underground reality. 

The detective novel has long been a vehicle to i the hypocrisy, sham, and 
cant of bourgeois society. Granted, Edgar Allen Poe, the father of modern 
detective fiction, didn’t have an overtly political agenda in “The Murders in the 
Rue Morgue,” but by the time the genre reached Dashiell Hammett in the 1920s, 
it took on a decidedly Marxist cast. Hammett—the author of Red Harvest (1929) 
and The Maltese Falcon (1930)——was a Marxist and a member of the American 
Communist Party. Working as a Pinkerton detective and writing detective stories 
pushed him toward Marx. Later, he went to pnson rather than name names 
during McCarthyism. Raymond Chandler continued the subversive tradition in 
his novel The Big Sleep (1939), which deconstructs a Los Angeles patriarch who 
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owns oil wells, collects orchids, and can’t control his disobedient. daughters. At 
times, Hollywood has used the detective story and the murder mystery to mirror 
the abuse of systemic authority, as in Roman Polanski’s film noir, Chinatown 
. (1974)—which came out in the wake of Watergate—that combines incest and. 
murder with the machinations of the California Water and Power Agency, mn, 
that ends with a police cover-up. 

In the Chen novels, Xiaolong shows that the detective is a valuable character to 
expose the hidden flaws of Communist society, to connect crimes in high places with 
criminality in low places, and link violations of the human soul to transgressions 
against the human community. Because Guan has had sex shortly before she’s 
murdered, the crime is labeled “sexual.” Because she’s a Communist, it’s a political 
case. Sex and politics are inextricably linked in Death of a Red Heroine. By noting - 
the explicit details about Guan’s affair with a married man, Xiaolong goes behind. ` 
the puritanical facade of Chinese society to reveal a pit of steamy sex. The model- 
Communist turns out to be a bourgeois mistress. a 

With stories about crime and communism percolating in his head, it’s no wonder. 
that the author left Chma‘and settled in the United States. Sull, if I might tweak the - 
cliché, it seems that, while he took himself out of China, he couldn’t take China out of. 
his identity. In some ways, Xiaolong became more Chinese in the United States than 
he would have been had he remained in China. He's certainly recreated China in his - 
novels, and if he lives in Missouri every day, his head is definitely in Shanghai. 

Chen’s journey to solve the murder of Guan takes him across the Chinese’ 
landscape to Guangzhou, where he gathers valuable clues about the main suspect, 
Wu, a photographer, a ‘celebrity, and the son of a venerable Communist Party. 
member. Chen glimpses the upper echelons of the society-—the wealth, privilege, 
and arrogance. He also travels down into the world of marginalized men and 
women living by their wits and with their own bodies in the sex industry. | 

Xiaolong does a masterful job, tying together in an artistic knot the themes that 
_ he introduces in the opening section of Death of a Red Heroine. His dogged 
detective moves ahead inexorably to solve the murder, while the author puts together 
` all the key pieces in the jigsaw puzzle of a society that’s half Communist and half 
capitalist. Chen himself becomes the subject of an official Communist Party inquiry. 
The watcher is watched, the investigator is investigated, as the case takes him 
dangerously close to the inner circles of thé Communist Party. In the view of some 
Party members, Chen’s police work could damage the Party as well as its self- 
image, and the society it wants to preserve. 

. The denouement is gripping and suspenseful-—as well done as asin of the: 
kind in the detective novels of Hammett and Chandler, and in another field of 
literature, the big novels of society by Balzac and Stendhal. Ironies abound, and 
` they're enjoyable to watch as they unfold. Chen is removed from his position as 
inspector, withdrawn from the Guan case, and promoted to a better-paying job as 
director of Shanghai Metropolitan Traffic Control. It’s when he’s off the case that 
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he solves it, managing to find the last crucial piece of evidence. 

Inspector Chen learns to fuse his two identities: one’ as a dedicated cop 
investigating the murder of one Communist by another Communist; the other as ‘a 
Communist Party member himself. At a key moment, he reaches out to a-former lover 
in Bejing with connections to the Central Committee of the Communist Party. 
Fortunately, the Bejing Central Committee intercedes in the case, punishing the 
guilty, and making sure that justice of a sort is done. Chen doesn’t receive any official 
credit for his part in the resolution of the case. He’s kept out, of the newspaper stories 
that depict the killer as both a bourgeois decadent and the corrupt son of an old guard 
Communist. The Party cleans house and saves face. 

Readers might ask, is Death of a Red Heroine ant-communist A ] 
have thought a lot about that question and I have come to the conclusion that it. 
isn’t. In fact, the novel offers one the most sympathetic portraits of a Communist in 
any literature. As a dedicated Party member, Chen can even feel nostalgic about 
the old days before the Cultural Revolution, and before China took the road to 
capitalism, and money became primary. Moreover, the old-line Communists, 
including those who proudly call themselves “Bolsheviks,” aid and abet him every 
step of the way, whether overtly or covertly. Readers of William Hinton’s classic 
Fanshen (1966) will no doubt remember the vivid descriptions of the inner 
workings of the Party at the local and national level. Xiaolong presents a no less. 
complex portrait of the push and pull inside the Communist Party, and there's 
even praise in the novel for Deng Xiaoping. 

Gianted, the author of the Inspector Chen series is himself no Communist, but - 
cne might accurately call him a historical materialist, a humanist, and a 
thoroughgoing dialectician. One of the many pleasures of reading his novels is the 
texture of daily life that they provide. They feel authentic, and seem real in the 
way that only a wnter intimately and profoundly connected to Chinese society 
could hope to know and understand. In the Chen novels, we see China through 
Chinese, not Western eyes, and China as a multifaceted society. 

Xiaolong appreciates the attractions of poetry and culture, as well as politics and 
economics. Death of a Red Heroine is enhanced by the poems in the text and by the 
allusions to T.S. Eliot. The women characters—the wives of the cops, as well as a 
woman reporter and a woman Communist Party member—play significant roles, and 
they're as complex as the men. “Women hold up half of Heaven,” an old Chinese 
proverb goes, and they certainly hold up much of the world in the Chen novels. 

By the end of the book, it’s hard not to love the protagonist or at least like him 
a lot, though it’s clear that he’s imperfect: a workaholic who hugs the cases he 
investigates too tightly, and who projects himself into the lives of others because his 
own life often seems far too prosaic for him. Fortunately, he has his poetry and his 
imagination to turn to, and, while he finds a lover at the end of the novel and 
while she brings him joy, he also has his own devoted mother to turn to. In the 
next-to-last scene of the book, Chen visits her, and she encourages him‘to continue 
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his police work and “do something for the country.” 

In the final scene, Chen walks the’streets of Shanghai, the “unreal city” that he 
loves, and spies “a peddler frying dumplings in a gigantic wok over a wheeled gas 
burner.” He tells himself that it’s a “familiar scene from his childhood, only a coal . 
stove would have been used back then.” Chen knows that China has ‘changed 
irrevocably, and that in many ways, as Death of a Red Heroine shows, it’s a 
society in which people are better off, materially—better housed and better fed— 
than they were in 1949, because of the Communist Party. Xiaolong brings to life 
the monumental improvements in contemporary China. He's clearly bitter about 
the Cultural Revolution, but unlike many other contemporary Chinese wniters, he 
doesn’t allow his bitterness to overwhelm him. He has a sense of balance and a 
sense of humor. 

At the end of the story, Chief Inspector Chen begins a new life. Indeed, he 
returns in five subsequent novels that American readers—and readers around the 
world—can discover, as they plunge into a world of mystery and cnme, love and 
passion, murder and creation. In The Mao Case, Chen deals with the legacy of 
Chairman Mao, and in When Red Is Black, he addresses the legacy of the 
Cultural Revolution. At the start of Death of a Red Heroine, Xiaolong didn’t 
know how to write a detective novel; by the time he reached the end, he had 
become‘a master of his craft. 

That mastery continues in the sequels that take his contradictory Chinese 
Communist cop into new and fascinating cases, and that show that Xiaolong is as 
significant a writer about contemporary China as William Hinton and Edgar 
Snow, the author of Red Star Over China. In his own way, he’s as bold and 
original a political wnter as they, and on almost every page he’s a consummate 
artist, too. 


<_ 


Profits and losses that result from fluctuations in the price of these ownership 
titles, and also their centralization in the hands of railway magnates etc., are by the 
nature of the case more and. more the result of gambling, which now appears in 
place of labour as the original source of capital ownership, as well as taking the 
place of brute force. This kind of imaginary money wealth makes up a very 
considerable part not only of the money wealth of private individuals but also of 
banking capital. . 

-Karı Marx, Capital, vol. 3 (London: Penguin, 1981), 608-09 
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To understand the disaster that is present-day economics, it is crucial to 
recognize that we are living today, not only in the deepest economic 
crisis/stagnation since the Great Depression, but also—as Paul Krugman 
declared in his New York Times blog on January 27, 2009—in “A Dark Age of 
Macroeconomics,” in which the central discoveries of the 1930s have been 
forgotten or discarded. “What made the Dark Ages dark,” Krugman wrote, “was 
the fact that so much knowledge had been lost, that so much known to the Greeks 
and Romans had been forgotten by the barbarian kingdoms that followed.” The 
critical knowledge lost that gave rise to the new Dark Age in Macroeconomics, he 
claimed, was none other than the Keynesian Revolution centered on the critique 
of Say’s Law, or the notion that supply creates its own demand. In the context of 
arguing against government deficit spending, leading economists at the University 
of Chicago, the bastion of reaction in economics, have reverted to a “pure Say’s 
Law, pure “Treasury view’” by insisting that increased savings automatically lead 
lo increased investment, while government borrowing invariably “crowds out” 
mvestment: 

Prior to Keynes, the critique of Say’s Law—as Keynes himself observed in The 
General Theory of Employment, Interest and Money—existed only “furtively, below 
the surface, in the underworlds of Karl Marx, Silvio Gesell or Major Douglas” 
(32). Marx dismissed Say’s Law as “childish babble” (Theories of Surplus Value, 
. part 2, 502) but went on to challenge it thoroughly. Keynes brought this “furtive” 
critique to the surface and made it the basis of all modern macroeconomics. He 
thereby demonstrated that (1) the economy did not automatically equilibrate at full 
employment; (2) it was possible for intended savings to exceed actual investment; 
and (3) it was necessary for government to increase its spending to pick up the slack. 
In this way, he was able to overturn the orthodox economic view that the state could 

play no useful role in combating unemployment. 
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However, Keynes's critique, once considered definitive, no longer exercises a 
dominant influence among economists, who have long since reverted to pre-Keynesian 
views. Indeed, Krugman can be accused of being a latecomer in pointing to the rise of 
a Dark Age in Macroeconomics. The monetarism of Milton Friedman, which broke 
with Keynes’s central theses, gained ground in response to the stagflation crisis of the 
1970s, to be followed by the supply-side economics of the 1980s, which explicitly 
resurrected Say’s Law. Josef Steind! began an article in the February 1985 issue of 
Monthly Review with the words “In my lifetime I witnessed two major changes in 
outlook in economics: first the Keynesian revolution, and then the counterrevolution, 
the return of the Bourbons.” _ 

Krugman, who served for a year on the staff of Reagan’s Council of Economic 
Advisers, seems to have been unconcemed at first with this growing resurrection of | 
Say’s Law. Until the last few years, he held fast to the prevailing view that Keynes’s 
General Theory represented a “special theory” not directly applicable to the present, 
and that monetary policy (as the monetansts said) was the most effective tool of 
economic policy. In an attack on William Greider, entitled “Vulgar Keynesians,” 
repnnted in his 1998 book The Accidental Theorist, Krugman opined that “If you 
want a simple model for predicting the unemployment rate in the United States over 
the next few years, here it is: It will be what Greenspan wants it to be, plus or minus a 
random error reflecting the fact that he is not quite God.” . 

Nevertheless, in recent years Krugman has proven himself rare among today’s 
mainstream economists in being able to learn from historical developments. As 
explained in a “profile” in the March 2010 New Yorker, he was startled by the 
Japanese stagnation-of the 1990s and by the Asian cnisis of the late 1990s, and began 
to write about “the return of depression economics.” However, it took the present 
economic disaster arising in the United States and Europe to wake him up fully. In 
2008, at the very moment that he became a member of the “Nobelity” (receiving the 
Bank of Sweden’s Nobel Memonal Pnze in Economic Sciences for his previous work 
on behalf of the establishment), he appears to have become alarmed by the Return of 
the Bourbons for the first time. 

The truth is that economics, for all its usefulness, has long since 
metamorphosed into a corrupted science of a corrupted society. Marx descnbed 
economists as “the scientific representatives of bourgeois production” and argued 
that “splendid tournaments” were held in the 1820s and 1830s on behalf of one 
scientific proposition or another. But once the bourgeoisie took full power, this 
science was compromised. “It was therefore no longer a question [for political 
economy] whether this or that theorem was true, but whether it was useful to 
capital or harmful, expedient or inexpedient, in accordance with police regulations 
or contrary to them. In place of disinterested inquirers there stepped hired prize- 
fighters; in place of genuine scientific research, the bad conscience and evil intent 
of apologetics” (The Poverty of Philosophy, chapter 2, “Seventh Observation”; 
Capital, postface ta the second edition). | 
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_ From this perspective, it is hardly surprising that the dominant. schools of 
economics have discarded whatever remained of genuine inquiry whenever it 

. seemed to conflict with ruling capitalist class interests. Those interests have to do, 
of course, with profits and wealth (that is, the rise of asset values) and not with the 
state of the economy as a whole—certainly not the condition of the poor. When 
the banking system was in outright cnsis in 2007-2009 and a meltdown of the 
entire financial system was at issue, the vested interests were fairly unanimous in 
backing government bailouts and a government stimulus. Yet, once the “recovery” 
started, and profits and asset values began to rise again, the goal for those at the 
top—and for their hired pnzefighters in the economics profession—turned to 
preventing any lasting growth of government spending, especially if benefitting 
those at the bottom. 

The fact that finance now so dominates the economy (see this month’s Review 
of the Month) means that the revival of production and. employment is viewed as 
of questionable value from the standpoint of those at the helm of society—if seen 
as threatening profit margins and financial balance sheets. In this sense, the 
‘counterrevolution is complete. The old Keynesian economics has been completely 
repudiated by the capitalist class, as no longer in its interest. Say’s Law—however 
illogical and scientifically disproven—has made its ghostly reappearance under the 
regime of monopoly-finance capital, as an indispensable ideological tool for 
promoting the interests of the now dominant fraction of the capitalist class. 

For all the brilliance of his newfound critique, Krugman is therefore fighting a 
losing battle. He has failed to recognize that the world has truly changed (and was 
never quite what he thought to begin with). To be sure, government spending to 
promote employment has to be strongly supported by the left. But less and less can 
be accomplished in this respect within the logic of the system. There is no going 
back to some mythical Keynesian Camelot. Attempts to resurrect what Marx called 
the “splendid tournaments” of bourgeois economics of old look more and more like 
Don Quixote tilting at windmills. It is true that we are in a Dark Age of 
Macroeconomics. But the new barbarian kingdoms are far more insidious than those 
of the past, and are to be traced not so much to lost knowledge, as to the decline of 
the empire of capital itself. 
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companies. These imports, preceded by a vast advertising campaign, are 
competing against the brands of Fiat and Renault that also have production 
facilities in Turkey. Last January a large Chinese ministerial delegation signed a 
host of agreements with Ankara on issues ranging from trade to Chinese direct 
investment in Turkey, to make the country a platform to expand exports into the 
European Union. Turkey is ‘likely to become a very important element in 
linking—in Japanese and Korean style—Chinese exports to Chinese direct . 


investment. 
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national states of core countries and the large segments of global capital which 
absolutely do not want to see a change in China's role. For a good part of US 
capital, China is still the source of profits via outsourcing and national states of 
core countries and the large segments of global capital which absolutely do not 
want to see a change in China's role. For a good part of US capital, China is 
still the source of profits via outsourcing and subcontracting. For:Europe the 
picture is more mixed. Large French as well as Britsh retailers have been 
massively importing from China; and this is true also for Germany and 
Scandinavia. At the same time, the whole of the European mechanical, 
electronic, and capital goods industry, including the Italian one, has a net surplus 
in its trade with China. However, the industrial sectors that are most profiting 
. from the China trade are those of Germany and of the Scandinavian countries. _ 

The German and Scandinavian capitalists and governments are not 
bothered by their overall deficits with China. This is because the sectors that are 
doing well in relation to China are also the ones that are maximizing overall 
German and Scandinavian net exports and sustaining their international 
positions. France and Italy, in contrast, are on the back foot since their advanced 
sectors are not strong enough, relative to German monopoly capital, to sustain 
French and Italian exports. Indeed’ the overall current account balance of these 
two countries has been regularly deteriorating in the last six years. Their deficits 
with China, bound to grow bigger, are therefore already biting. In relation to 
China the fault lines within the European landscape emerge starkly. Except for 
budget cuts, there is no common European economic policy. All that is left is 
the now open, now muted, row over exchange rates. 

Beijing too acts upon the intra-European contradictions. The handling of the 
public debt by the European Central Bank and by Germany gives China an 
opportunity to diversify away from US treasury bills and other US bonds. This 
is the implication of China's agreement with Greece about purchasing a new 
issuance of euro- denominated Greek bonds. In so doing China's Central Bank 
also supports the appreciation of the euro against the US dollar and hence 
against the yuan as well. 

Furthermore, Greece is also part of the Chinese project to create strong entry 
points for the merchandise aimed first at the Mediterranean and Eastern 
European countries. Chinese state-owned shipping and maritime companies 
have already acquired large chunks of the port of Naples. A similar Chinese 
investment is being made in Piraeus. These are all part of the strategy to greatly 
expand exports to the European Union. 

Turkey, which has also been included in Wen's tour, falls squarely within the 
abovementioned Chinese strategy. Ankara, which has a full free trade agreement 
with the European Union, has begun to import cars from Chinese auto 


[See on page 59] 
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by Joseph Halevi 


The European tour of Wen Jiabao is taking place while the conflict. 
between the US and China over the yuan/dollar exchange rate is getting ` 
worse. At the same time, a similar if less noisy clash. exists between 
China and the Eurozone countries. Last but not least, tensions have also 
arisen in the Sino-Japanese relations following the Bank of China's 
-decision last month to purchase: Japanese bonds, thereby contributing to 
- the rise of the value of the yen. Tokyo is fighting the nominal revaluation 
of the yen; thus the Bank of China's move significantly undermines 
Tokyo's : objectives. 
The widening of the conflict over exchange rates means that major 
capitalist countries are now trying to "solve" the crisis by grabbing slices of 
each other's markets through exports. For the US, though, the official 
. issue is how to reduce the dependence upon the external deficit given that 
‘the crisis has highlighted the damage done by the long-standing 
outsourcing processes undertaken by US multinationals, including large 
. US retailers.’ Hence, it is Europe and Japan that are the heart of new 
mercantilism, that is, the strategy aimed at obtaining profits and capitalist - 
growth by means of net exports to the rest of the world. | 

As for China, its export dynamics cannot be compared to the 
European (especially German) and Japanese attempts to get around the 
. domestic crisis by exporting elsewhere. Over 55% of Beijing's exports are 
tied to multinational companies that have invested in China and/or 
subcontracted out part of their activities there. These companies are 
extremely happy to use the low costs of production over the entire output 
chain in order.to then make profits by selling back to the home countries. 

. The speedy integration of China in the institutions of global capitalism 
(such as the IMF, the World Bank, and.the WTO) has been based on a 
pact between the Communist Party of China and the world's monopolistic 
capitalism. On this basis the CPC is building a national capitalist class 
integrated with the State. The structural strengthening of this class is 
founded on a high share of investment at the expense of the share of 
wages -that has kept falling relatively to national income. The pact 
. between the CPC and global capital is therefore grounded on a persistent 
reserve army of labor in China. The capitalist growth of China will thus 
continue to rest on the twin factors of high investment and high export 
/ levels, 
In’ this context, the current cnsis underscores the gap between the 
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The Grand Imperial Durbai of the President of the United Stalen, 
Barack Obama, accompanied by a magnificent. team of corporate nobility 
— more than 200 top business chiefs - is now over. Attention spans have 
shortened in the century since the 1911 Imperial Durbar, and so a few 
days now suffice when several weeks were once required. Already the 
‘spectacle seems a moment linking the bridge collapse and hygiene and 
-plumbing disasters of the Commonwealth Games with the real estate 
speculator “free market” .slaughter of .Laxmi, Nagar. Nonetheless the 
occasion served’ briefly to shine a light on the extent of the U.S. rulers’ ` 
domination over the UPA-2 regime and on their plans for the. “full 
spectrum” dominance of India, and that is worth some attention. : 

For Obama the trip was aimed at a domestic U.S. audience, and 
scheduled at a time when his advisers may have imagined he would still 
bask in the media-induced glories of what New Left Review editor Tariq 
Ali has wickedly termed his “sonorous platitudes.” But instead the trip 
followed immediately on the sharpest electoral rejection of a U.S. 
administration in over seventy years, and suddenly a triumphal tour of 
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| Capitalism and the Curse of Energy 
Efficiency 
The Return of the Jevons Paradox 


John Bellamy Foster, Brett Clark, AND Richard York 


-= The curse of energy efficiency, better known as the Jevons Paradox—the 
idea that increased energy (and matenal-resource) efficiency leads not to 
conservation but increased use—was first raised by William Stanley Jevons in 
the nineteenth century. Although forgotten for most of the twentieth century, 
the Jevons Paradox has been rediscovered in recent decades and stands 
squarely at the center of today’s environmental dispute. 

The nineteenth century was the century of coal. It was coal above all else 
zhat. powered British industry, and thus the British Empire. But in 1863 the 
question was raised by industrialist Sir William George Armstrong, in his 
presidental address to the British Association for the Advancement of 
Science, as to whether Britain’s world supremacy in industrial production 
could be threatened in the long run by the exhaustion of readily available coal 
reserves.’ At that time, no extensive economic study had been conducted on 
coal consumption and its impact on industrial growth. 

In response, William Stanley Jevons, who would become one of the 
founders of neoclassical economics, wrote, in only three ‘months, a book 
entitled The Coal Question: An Inquiry Concerning the Progress of the 
Nation, and the Probable Exhaustion of Our Coal-Mines (1865). Jevons 
ergued that British industrial growth relied on cheap coal, and that the 
increasing cost of coal, as deeper seams were mined, would lead to the loss of 
“commercial and manufacturing supremacy,” possibly “within a lifetime,” and 
a check to economic growth, generating a “stationary. condition” of industry 
“within a century.”* Neither technology nor substitution of other energy 
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ee for coal; he argued, could alter this. 
"+. Jevons’s book had an enormous impact. John Herschel, one of the great 
figures in British science, wrote in support of Jevons’s thesis that “we are 
using up our‘resources and. expending our-national life at an enormous and 
increasing rate and thus a very ugly day of reckoning is impending. sooner or 
later.” In April 1866, John Stuart Mill praised The Coal Question in the 
House of Commons, arguing in support of Jevons’s proposal of compensating 
for the depletion of this critical natural resource by cutting the national debt. 
This cause was taken up by William Gladstone, Chancellor of the Exchequer, 
who urged Parliament to act on debt reduction, based on the uncertain 
prospects for national development in the future, due to the anticipated rapid 
exhaustion of coal’ reserves. As a result, Jevons’s book ay became ` a 
bestseller.* | 

-Yet Jevons was sanna wrong in his eas ocr 18 iie that British 
coal production, in response to increasing demand, more than doubled i in the 
thirty years following the publication of his book. During the-same period ‘in’ 
the United States, coal production, starting from a much lower level, 
increased ten times, though still remaining below the British ‘level.® Yet.no 
enduring “coal panic,” due to exhaustion of available coal supplies, ensued. in 
‘the late nineteenth-and early twentieth centuries. Jevons’s chief mistake had 
been to equate the energy for industry with coal itself,. failing to foresee the 
later development of energy. substitutes for coal, such as petroleum and 
hydroelectric power.° In 1936, seventy years after the parliamentary furor 
generated by Jevons’s book, John Maynard Keynes commented on Jevons’s 
projection of a decline in the. availability of coal, observing that it was 
“overstrairied and exaggerated.” One might add that it was quite narrow in 


scope.” 


The-Jevons Paradox 


But there is one aspect ‘of Jevons’s argument—the Jaon Paradox itself — 
that continues to. be considered one of the pioneering insights in ecological 
economics.® In chapter 7 of The Coal Question, entitled “Of the Economy. of 
Fuel,” Jevons responded to the common notion that, since “the falling supply 
of coal will be met by new modes of using it efficiently and economically,” 
there was no problem of supply, and that, indeed, “the amount of useful work 
got out of coal may be made to increase manifold, while the amount of coal 
consumed is stationary or diminishing.” Írt sharp opposition to this, Jevons 
contended that increased efficiency in the use of coal as an energy source only 
generated increased demand for that resource, not decreased demand, as one 


2 ' ANALYTICAL MONTHLY REVIEW/ NOVEMBER 2010 


REVIEW OF THE MONTH: CAPITALISM AND THE CURSE OF ENERGY EFFICIENCY 


might expect. This was because improvement in -efficiency led to further 
economic expansion. “It is wholly a confusion of ideas,” he wrote, “to suppose 
that the economical use of fuel is equivalent to a diminished consumption. The 
very contrary is the truth. As a rule, new modes ‘of economy will lead to an 
increase of consumption according to a principle recognised in many parallel 
instances.... he same principles apply, with ‘even greater force and 
distinctness, to the use of such a general agent as coal. It is the very economy 
of its use which leads to its extensive consumption. ”® 

“Nor is it difficult,” Jevons wrote, “to see how this paradox arises.” Every 
new technological mnovation in the production of steam engines, he pointed 
out in a detailed description of the steam engine’s evolution, had resulted in a 
more thermodynamically efficient engine. And each new, improved engine 
had resulted in an increased use of coal. The Savery engine, one of the earlier 
steam engines, he pointed out, was so inefficient that “practically, the cost of 
working kept it from coming into use; it consumed no coal, because its rate of 
consumption was too high.”’® Succeeding models that were more efficient, 
such as Watt’s famous engine, led to higher and higher demand for. coal with 
each successive improvement. “Every such improvement of the engine, when 
effected, does but accelerate anew the consumption of coal. Every branch of 
manufacture receives a fresh impulse—hand labour is still further replaced by 
mechanical labour, and greatly extended works can be undertaken which were 
not commercially possible by the use of the more costly steam-power. ”™ 

Although Jevons thought that this paradox was one that applied to 
numerous cases, his focus in The Coal Question was entirely on coal as a 
“general agent” of industnalization and a spur to investment goods industries. 
' The power of coal to stimulate economic advance, its accelerated use, despite 
advances in efficiency, and the seventy of the effects to be expected from the 
decline in its availability, were all due toits dual role as the necessary fuel for 
the modern steam engine and as the basis for blast furnace technology. 

In the mid-nineteenth century, coal was the key material input for blast 
furnaces in the smelting of iron—the crucial industrial product and the 
foundation of industrial dominance.’* It was by virtue of its greater 
development in this area, as “the workshop of the world,” that Bntain 
accounted for about half of world output of iron in 1870." Greater efficiency 
in the use of coal thus translated into a greater capacity to produce iron and 
expand industry in general, leading to spiraling demand for coal. As Jevons 
put it: 


If the quantity of coal used in a blast-furnace, for instance, be Aimilished 
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in comparison with the yield, the profits of the trade will increase, new 
capital will be attracted, the price of pig-iron will fall, but the demand for 
it [will] increase; and eventually the greater number of furnaces will more 
than make up for the diminished consumption of each. And if such is-not 
always the result within a single branch, it must be remembered that the 
. progress of any branch of manufacture excites a new activity in most other . 
branches, and.leads indirectly, if not directly, to increased inroads upon 
our seams of coal.!4 


What made this argument: so powerful at the time was that it seemed 
immediately obvious to everyone in Jevons’s day that industrial development 
depended on the capacity to expand iron production cheaply. This meant that 
a reduction in the quantity of coal needed in a blast furnace would 
_ immediately translate into an‘expansion of industrial production, industrial 
capacity, and the ability to capture more of the world market—hence more 
demand for coal. The tonnage of coal consumption by the iron and steel 
industries of Britain in 1869, 32 million tons, exceeded the combined amount 
used in both general manufactures, 28 million tons, and railroads, 2 million 
tons. 1" | 

This was the age of capital and the age of industry, in which industrial 
power was measured in terms of coal and pig iron production. Output of coal 
and ‘iron in Britain increased basically in tandem in this period, both tripling 
between 1830 and 1860.'* As Jevons himself put it: “Next after coal. ..iron is 
the material basis of our power. It is the bone and sinews of our laboring 
system. Political writers have correctly treated the invention of the coal-blast 
furnace as that which has most contributed to our material wealth....The 
production of iron, the material of all our machinery, i is the best measure of 
our wealth and power.”?” 

Hence none of Jevons’s readers could fail to perceive the multiplier effects 
on industry of an improvement in efficiency in the use of coal, or the 
“increased inroads” upon “seams of coal” that this would tend to generate. 
“Economy,” he concluded, “multiplies the value and efficiency of our chief 
material; it indefinitely increases our wealth ‘and means of subsistence, and 
leads to an extension of our population, works, and canner which i is 
gratifying to the present, but must lead to an earlier end.” 


A Natural Law 


In: treating coal as the “chief material” of British industry, Jevons 
emphasized what he saw as a shift in industrial development over time from 
` what he referred to as one “staple produce of the country” to another. The 
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great battle over the Corn Laws had already pointed to the fact—noted by his 
father, ‘Thomas Jevons, among others—that a lower price for a staple product 
would greatly expand demand and ultimately scarcity (which, in the case of 
corn, was to be satisfied by imports).’® But by the late nineteenth century, it 
was coal, not corn, that was the focus of.a kind of Malthusian scarcity.” 

“It was Jevons’s thesis in this book,” -Keynes noted, “that the maintenance 
of Great Bnitain’s prosperity and industrial leadership required a continuous 
growth of her heavy industries on a scale which would mean a demand for 
coal increasing in a geometrical progression. Jevons advanced this principle as 
an extension of Malthus’s law of population, and he designated it the Natural 
Law of Social Growth....From this it is a short step to put coal into the 
position occupied in Malthus’s theory by corn.” ` 

Extending Malthus’s theory to coal, Jevons wrote: “Our subsistence no 
longer depends upon our produce of corn. The momentous repeal of the Corn 
Laws throws us from corn upon coal. It marks, at any rate, the epoch when 
coal was finally recognised as the staple produce of the country;—it marks the 
ascendancy of the manufacturing interest, which is only another name for the 
development of the. use of coal.” Jevons contended that although population 
had “quadrupled since the beginning of the nineteenth century,” the 
consumption of coal had increased by “sixteenfold,” and that this growth of 
coal production “per head” was a necessity of rapid industrial development, 
‘which must come to an end.” 

Yet the chief contradiction behind the paradox that Teon raised—the 
‘whole dynamic of accumulation or expanded reproduction intrinsic to 


capitalism—-was not analyzed in The Coal Question. As one of the early 


‘ neoclassical economists, Jevons abandoned the central emphasis on class and 


= 


accumulation that distinguished the work of the classical economists. His” 
economic analysis took the form of static equilibrium theory. There is nothing ` 
m his argument resembling Karl Marx’s notion of capital as self-expanding 
value, and the consequent need for continual expansion. 

Jevons’s economic framework was thus ill equipped to deal concretely with 
issues of accumulation and economic growth. The expansion of population, 
industry, and the demand for coal (as the “central material” of industrial life) 
was, in his view, simply the product of an abstract Natural Law of Social 
Growth, building on Malthus. Viewing capitalism more as a natural 
phenomenon than a socially constructed reality, he could find no explanation 
for continuously increasing economic demand, other ‘than to point to 
individual behavior, Malthusian demographics, and the price mechanism. 
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Rather than emphasizing the profit motive itself, he drew on Justus von 
Liebig’s abstract law of power: “Civilisation, says Baron Liebig, is the 
economy of power, and our power is coal.” The forces driving economic 
expansion, feeding industrialization, and resulting in the growing demand for 
coal, were thus strangely weak and undeveloped in The Coal Question, 
reflecting the fact that Jevons lacked a realistic conception of a capitalist 
economy and society. 


Industrial Hegemony, Not Ecological Sustainability 


British hegemony, rather than ecology, lay at the bottom of Jevons’s 
concerns. Despite the emphasis he placed on resource scarcity and its 
importance for ecological economics, it would be a mistake to see The Coal 
Question as predominantly ecological in character. Jevons was unconcerned 
with the environmental problems associated with the exhaustion of energy 
reserves in Great Britain or the rest of the world. He even failed to address 
the air, land, and water pollution that accompanied coal production. Charles 
Dickens, decades ‘before, had described the industrial towns, with their 
concentrated coal burning, as characterized by a “plague of smoke, [which] 
obscured the light, and made foul the melancholy air” in a ceaseless 
progression of “black vomit, blasting all things living or inanimate, shutting 
out the face: of day, and closing in on all these horrors with a dense dark 
cloud.” Of this, there is not a trace in Jevons. Similarly, the occupational 
illnesses and hazards confronting workers in the coal mines and coal-fed 
factories did not enter his analysis, though such concerns were evident in the 
work of other nineteenth-century analysts, as witnessed by Frederick Engels’s 
The Condition of the Working Class in England.” 

Indeed, there was in Jevons no concern for nature as such. He sank 
assumed that the mass disruption and degradation of the earth was a natural 
process. Although the shortage of coal, as an energy source, generated 
questions in his analysis about whether growth could be sustained, the issue of 
ecological sustainability itself was never raised. Because the economy must 
remain in continual motion, Jevons disregarded sustainable sources of energy, 
such as water and wind, as unreliable, limited to a particular time and 
location. Coal offered capital a universal energy source to operate 
production, without disruption of business patterns. 

Jevons therefore had no real answer to the paradox he raised. Britain could 
either rapidly use up ‘its cheap source of fuel—the coal on which its 
industnialization rested—or it could use it up more slowly. In the end, he 
chose to use it up rapidly: “If we lavishly and boldly push forward in the 
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creation of our riches, both material arid intellectual, it is hard to over-estimate 
the pitch of beneficial influence to which we may attain in the present. But the 
_ maintenance of such a position is physically impossible, We have to make the 
momentous dig between brief but true greatness and longer continued 
mediocrity.” 

al in these terms, the path to be taken was clear: to pursue glory in 
the. present and'accept the prospect of a drastically degraded position for 
future generations. Since Jevons had no answer to what he saw as the 
inevitable and rapid depletion of Britain’s coal stocks—and British capital 
and the British government saw no other conceivable course than “business as 
usual” ——the response to Jevons’s book largely took the form, oddly enough, of 
an added justification for reduction of the national debt. This was presented 
as a precautionary measure in the face of the eventual slowdown of industry. 
As Keynes wrote, “The proposition that we were living on our mene 
capital” gave rise to the irrational response that it was necessary to effect “ 
rapid reduction of the dead-weight debt.” 

Indeed, nearly the entire political impact of Jevons’s book was confined, 
ironically, to its penultimate chapter, “Taxes and the National Debt.” Jevons 
and other figures, such as Mill and Gladstone, who took’ up his argument, 
never seriously raised the idea of the conservation of coal. There was no 
mention anywhere in Jevons’s analysis of the point raised by Engels in a letter 
to Marx, in which industrial capitalism was characterized as a “squanderer of 
past solar heat” as evidenced by its “squandering [of] our reserves of energy, 
our'coal, ore, forests, etc.”2° For Jevons; the idea of an alternative to business 
as usual was never discussed, and doubtless never entered his mind. Nothing 
was further from his general economic outlook than the transformation of the 
social.relations of production in the direction of a society governed, not by the 
search for profit, but by people’s genuine needs and the requirements of socio- 
ecological sustainability. In the end, the problems he foresaw were delayed in 
the actual historical course of events by the expansion in the use of other fossil 
fuels—oil and natural gas—as well as hydroelectric power, and by the 
ongoing exploitation of the resources of the entire globe. All of this, however, 
has prepared the way for our current planetary dilemma and the return of the 
Jevons Paradox. : 


The Rediscovery of the Jevons Paradox 

The Jevons Paradox was forgotten in the heyday of the age of petroleum 
during the first three- -quarters of the twentieth century, but reappeared in the 
1970s due to increasing concerns over resource scarcity associated with the 
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Club of Rome’s Limits to Growth analysis, heightened by the oil-energy crisis 
of 1973-74. As energy efficiency measures were introduced, economists 
became concerned ‘with their effectiveness. This led to the resurrection, at the 
end of the 1970s and the beginning of the 1980s, of the general question 
posed by the Jevons Paradox, in the form of what was called the “rebound 
effect.” This was the fairly straightforward notion that engineering efficiency 
- gains normally led to a decrease in the effective pnce of a commodity, thereby 
generating increased demand, so that the gains in efficiency did not produce a 
decrease in consumption to an equal extent. The Jevons Paradox has often 
been relegated to a more extreme version of the rebound effect, in which there 
is a backfire, or a rebound of more than 100 percent of “engineering savings,” 
resulting in an increase rather than decrease in the consumption of a given 
resource.*° 

Technological optimists have tried to argue that the rebound effect is 
small, and therefore environmental problems can be solved largely by 
technological innovation alone, with the efficiency gains translating into lower 
throughput of energy and materials (dematerialization). Empirical evidence of 
a substantial rebound effect is, however, strong. For example, technological 
_ advancements in motor vehicles, which have increased the average miles per 
gallon of vehicles by 30 percent in the United States since 1980, have not 
_reduced the overall energy used by motor vehicles. Fuel consumption per 
vehicle stayed constant while the efficiency gains led to the augmentation, not 
only of the numbers of cars and trucks on the roads (and the miles driven), 
but also their size: and “performance” (acceleration rate, cruising speed, 
etc.)—-so that SUVs and minivans now dot U.S. highways. At the macro 
level, the Jevons Paradox can be seen in the’ fact that, even though the United 
States has managed to double its energy efficiency since 1975, its energy 
consumption has nsen dramatically. Juliet Schor notes that over the last thirty- 
- five years: 

energy expended per dollar of GDP has been cut in half. But rather than 

~ falling, energy demand has increased, by roughly 40 percent. Moreover, 
demand is rising fastest in those sectors that have had the biggest efficiency - 
 gains-—~transport and residential energy use. Refrigerator efficiency 

improved by 10 percent, but the number of refrigerators in use rose by 20 

percent. In aviation, fuel consumption per mile fell by more than 40 - 

percent, but total fuel use grew by 150 percent because passenger miles 

rose. Vehicles are a similar story. And with soaring demand, we’ve had 

soaring emissions. Carbon dioxide from these two sectors has risen 40 
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percent, twice the rate of the larger economy. 


Economists and environmentalists who try to measure the direct effects of 
efficiency on the lowering of price and the immediate rebound effect generally 
tend to see the rebound effect as relatively small, in the range of 10 to 30 
percent in high-energy consumption areas such as home heating and cooling 
and cars. But once the indirect effects, apparent at the macro level, are 
incorporated, the Jevons Paradox remains extremely significant. It is here at 
the macro level that scale effects come to bear: improvements in energy 
efficiency can lower the effective cost of various products, propelling the 
overall economy and expanding overall energy use.*’ Ecological economists 

Mario Giampietro and Kozo Mayumi argue that the Jevons Paradox can only 
= be understood in a’ macro-evolutionary model, where improvements in 
efficiency result in changes in the matrices of the economy, such that the 
overall effect is to increase scale and tempo of the system as a whole.” 

Most analyses of the Jevons Paradox remain abstract, based on isolated 
technological effects, and removed from the historical process. They fail to 
examine, as Jevons himself did, the character of industnalization. Moreover, 
‘they are stil further removed from a realistic understanding of the 
accumulation-driven character of capitalist development. An economic system 
` devoted to profits, accumulation, and economic expansion without end will 
tend to use any efficiency gains or cost reductions to expand the overall scale 
of production. Technological innovation will therefore be heavily geared to 
these same expansive ends. It is no mere coincidence that each of the epoch- 
making innovations (namely, the steam engine, the railroad, and the 
automobile) that dominated the eighteenth, nineteenth, and twentieth 
centuries were characterized by their importance in dniving capital 
accumulation and the positive feedback they generated with respect to 
economic growth as a whole—so that the scale effects on the economy arising 
from their development necessarily overshot improvements in technological 
efficiency.= Conservation in the aggregate is impossible for capitalism, 
however much the output/input ratio may be increased in the engineering of a 
given product. This is because all savings tend to spur further capital 
formation (provided that investment outlets are available). This is especially 
the case where core industrial resources—what Jevons called “central 
matenals” or “staple products”—~are concerned. 


The Fallacy of Dematerialization 
The Jevons Paradox is the product of a capitalist economic system that is 
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unable to conserve on a macro scale, geared, as it is, to maximizing the 
throughput of energy and materials from resource tap to final waste sink. 
Energy savings in such a system tend to be used as a means for further 
development of the economic order, generating what Alfred Lotka called the 
“maximum energy flux,” rather than minimum energy production. The 
deemphasis on absolute (as opposed to relative) energy conservation is built 
into the nature and logic of capitalism as a system unreservedly devoted to the 
gods of production and profit. As Marx put it: “Accumulate, accumulate! 
That is Moses and the prophets!” 

Seen in the context of a capitalist society, the Jevons Paradox therefore 
demonstrates the fallacy of current notions that the environmental problems 
facing society can be solved by purely technological means. Mainstream 
environmental economists often refer to -“dematerialization,” or the 
“decoupling” of economic growth, from consumption of greater energy and 
resources. Growth in energy efficiency is often taken as a concrete indication 
that the environmental problem is being solved. Yet savings in materials and 
energy, in the context ‘of a given process of production, as we have seen, are 
nothing new; they are part of the everyday history of capitalist development.” 
Each new steam engine, as Jevons emphasized, was more efficient than the 
one before. “Raw materials-savings processes,” environmental sociologist 
Stephen Bunker noted, “are older than the Industrial Revolution, and they 
have been dynamic throughout the history of capitalism.” Any notion that 
reduction in material throughput, per unit of national income, is a new 
phenomenon is tnerefore “profoundly ahistorical. ”37 

What is neglected, then, in simplistic notions that increased energy 
efficiency normally leads to increased energy savings overall, is the reality of 
the Jevons Paradox relationship—through which energy savings are used to 
promote new capital formation and the proliferation of commodities, 
demanding ever greater resources. Rather than an anomaly, the rule that 
efficiency increases energy and material use is integral to the “regime of 
capital” itself.*® As stated in The Weight of Nations, an important empirical 
study of material outflows in recent decades in five industrial nations (Austna, 
Germany, the Netherlands, the United States, and Japan): “Efficiency gains 
brought by technology and new management practices have been offset by 
[increases in] the scale of economic growth.”** 

The result is the production of mountains upon mountains of commodities, 
cheapening unit costs and leading to greater squandering of material resources. 
Under monopoly capitalism, moreover, such commodities increasingly take 
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the form of artificial use values, promoted by a vast marketing system and 
designed to instill ever more demand for commodities and the exchange values 
they represent—as a substitute for the fulfillment of genuine human needs. 
Unnecessary, wasteful goods are produced by useless toil to enhance purely 
economic values at the expense of the environment. Any slowdown in this 
process of ecological destruction, under the present system, spells economic 
disaster. l 

In Jevons’s eyes, the “momentous choice” raised by a continuation of 
business as usual was simply “between brief but true [national] greatness and 
longer continued mediocrity.” He opted for the former—the maximum energy 
flux. A century and a half later, in our much bigger, more global—but no less 
expansive—economy, it 1s no longer simply national supremacy that is at 
stake, but the fate of the planet itself. To be sure, there are those who 
maintain that we should “live high now and let the future take care of itself.” 
To choose this course, though, is to court planetary disaster. The only real 
answer for humanity (including future generations) and the earth as a whole is 
to alter the social relations of production, to create a system in which efficiency 
is no longer a curse—a higher system in which equality, human development, 
community, and sustainability are the explicit goals. 
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The Humanization of the Cosmos— 
To What End? 


Peter Dickens 


Society is increasingly humanizing the cosmos. Satellites have for some 
time been central to the flow of information, to surveillance, and to the 
conduct of warfare. As these examples suggest, however, the humanization of 
the cosmos is primarily benefiting the powerful. These include major 
economic and military institutions. Furthermore, the forthcoming 
commodification and colonization of the cosmos is again likely to enhance the 
interests of the powerful, the major aerospace companies in particular. The 
time has come to consider alternative forms of cosmic humanization. These 
would enhance the prospects of the socially marginalized. They would also 
allow humanity to develop a better understanding of the cosmos and our 
relationship to it.! 


Humanizing Outer Space 


The 1969 Apollo ||. moon landing is often seen as the high point of 
society's relationship with outer space.’ Nothing quite so dramatic or exotic 
seems to have happened in outer space since. But nearby, parts of the solar 
system (including the’ moon, some asteroids, and Mars) are now being 
routinely circled and explored and analyzed by robots. Furthermore, 
President Obama has recently made important announcements regarding a 
new U.S. space program that involves manned missions to Mars by the mid- 
2030s. 

But the NASA-based Constellietas program to the moon and Mars has 
been cancelled. Instead, NASA will undertake a long-term research’ and 
development program aimed at supporting future forms of propulsion and 
exploration programs. Even more significant in the short-term is a proposed 
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$25 billion being allocated to NASA to kick-start commercial manned - 
spaceflight over the next five years. New forms of transport to the International 
Space Station will be funded, this time using innovative forms of “space taxis” 
designed by private sector space companies.” These plans entail new relations 
between the private and public sectors in the United States. 

Meanwhile, a presence in outer space is being developed by other 
societies. [his is partly because such a presence is seen as an important 
symbol of modernization, progress, and social unity. The Indian government 
has announced a manned mission to the moon in 2013, the European Space 
Agency envisages projects to the moon and beyond, and the Chinese 
government is planning a similar project for 2020. This last development has 
caused some consternation over Obama’s plans. One suggestion is that the 
United States may after all be the next to send manned missions to the moon, 
because China’s space project is seen by some as a military threat that needs 
forestalling.* 

Yet among these plans and proposals, it is easy to forget that outer space 
is already being increasingly humanized. It has now been made an integral 
part of the way global capitalist society is organized and extended. Satellites, 
for example, are extremely important elements of contemporary 
communications systems. These have enabled an increasing number of people 
to become part of the labor market. Teleworking is the best known example. 
Satellite-based communications have also facilitated new forms of 
consumption such as teleshopping. Without satellite-based communications, 
the global economy in its present form would grind to a halt. , 

Satellites have also been made central to modern warfare. Combine with 
pilótless Predator drones, they are now being used td observe and attack 
Taliban and Al-Qaida operatives in Afghanistan and elsewhere. This action 
is done by remote control from Creech Air Force Base at Indian Springs, 
Nevada. The 1980s Strategic Defense Initiative, or “Star Wars” program, 
aimed to intercept incoming missiles while facilitating devastating attacks on 
supposed enemies. A version of the program is still being developed, with the 
citizens of the Czech Republic and Poland now under pressure to accept 
parts of a U.S.-designed “missile defense shield.” This is part of a wider 
"strategy of “Full Spectrum Dominance,” which has for some time been official 
U.S. Defense Policy.* Using surveillance and military equipment located in 
outer space is now seen as the prime means of protecting U.S. economic and 
military assets both on Earth and in outer space. 

Less dangerously, but still very expensively, a full-scale space-tourism 
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industry has for some time been under active development. Dennis Tito, a 
mult-millionaire, made the first tourist tip into outer space in 2001. Richard 
Branson’s Virgin Galactic has .now sold over-three hundred seats at 
$200,000 apiece to its first tourists in outer space. The. program is due to 
start in 2011, with spaceports for this novel form of travel now being built in 
Alaska, California, Flonda, New Mexico, Virginia, Wisconsin, the’ United 
Arab Emirates, and Esrange in Sweden. Excursions circling the moon, likely 
to cost the galactic: visitors around $100,000,000, are now under 
development. | | 

Since the Renaissance period of the sixteenth. century, the word 
“humanization” has been used to connote something beneficial, especially to 
human beings. As we will now see, humanizing the cosmos is regarded in just 
these terms by some influential proponents of space travel and space 
colonization. 


The Space Renaissance Initiative 


One response to cosmic humanization is to welcome it as an early stage of 
a wholly beneficial cosmic human society, one eventually encompassing the 
solar system and beyond. Such is the. view of the Space Renaissance 
Initiative, an international group of over seventy private organizations now 
promoting the expansion of society into the cosmos. The aims and ideals of 


the Space Renaissance are made clear by the Initiative’s manifesto published 
in 2010. It reads: 


Help the Space Economy Revolution! 


The global economy is entering a deep cnsis, the worst since 1929. This 
is the second act of the “Crisis of Closed-World Ideologies”, which has 
been developing throughout the 20° century. In 1989 the fall of the 
Berlin wall was the Crisis of Collectivist Ideology. The recent massive 
failure of the financial system is the Crisis of Neo-Liberal Ideology. Both 
these ideologies failed because they are based upon a closed-world, terro- 
-centric philosophy. There are now almost 7 billion humans making 
massive demands on planet Earth: we urgently need to open the frontier, 
and move to a wider vision of our world, so as to access geo-lunar system 
resources and energy. In short we need a new “Open World Philosophy”. 
The alternative would be the implosion and collapse of our civilization." 


In short, the Space Renaissance Initiative argues, society is undergoing 
massive social, environmental, and population crises because it is thinking too 
small. The energy of the sun can, for example, be made into a source of clean 
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power from outer space, which would solve society's energy shortages at .a 
stroke. The Initiative argues that opening up the cosmos to humanity— 
colonizing the solar system, and opening up resources in the moon, Mars, and 
the asteroids—could be central to social and environmental salvation. The 
progress made by the private sector in developing technologies and efficiencies 
for space tourism means that commercial enterprise can now start planning to 
venture still further afield. 

The philosophical roots of the Space Initiative are no less than the 
sixteenth-century Italian Renaissance and the Enlightenment. 

With the enlightened patronage of such families as the Medicis, an 
unprecedented new age of development took place: arts knew a wonderful age 
of innovation, culture took on some essential principles of classical Greek 
philosophy, and modern science was born, with men like Leonardo da Vinc, 
Michelangelo, and later Copernicus and Galileo leading .the way. This 
movement led to the Age of Enlightenment and its most famous offspring: the 
American and French Revolutions. 

The manifesto also praises the writings of Descartes, Voltaire, and 
Jefferson. The belief of these philosophers in the enterprising individual, in 
freedom, in liberty, and in reason all mean that political power should be 
vested in the common person and not in states, kings, and nobility. The 
Space Renaissance Initiative believes in these concepts, seeing them as the 
basis of a new, progressive, liberating, humanization of the cosmos. 

But there are surely major problems here. For example, any claim that the 
Medici family (and similar families such as the Borgias) helped overthrow 
feudalism is far-fetched. The Medicis were bankers and merchants who made 
their money at the center of an emerging global mercantilist capitalism, one 
based in Northern Italy. They used this money to enhance their position 
within their feudal societies. Members of the Medicis even made themselves 
into popes, thus further enhancing their wealth and that of their many 
- illegitimate offspring. Another of the Medicis was made the Queen of France. 

-The language used by intellectual elites of the day was Latin. This appealed 
to scholars across Europe but not to the great mass of individuals living in 
Florence, Milan, or Venice.® 

The Medicis and individuals such as Leonardo are often celebrated as 
examples of “The Renaissance Universal Man,” one capable of spanning 
every kind of human practice such as art, music, and politics. This “Man” is 
perhaps best symbolized by Leonardo's famous image of a male human being, 
stretched over the circle of the cosmos, his head in the heavens and his bowels 


16 ANALYTICAL MONTHLY REVIEW/ NOVEMBER 2010 


THE HUMANIZATION OF THE COSMOS—-TO WHAT END? 


located in earthly regions. But this Renaissance Man—or. Woman—can also 
be seen as prefiguring the self-centered, narcissistic individualism of our own _ 
day, one seeing the whole of the cosmos at his ‘or her command. This kind of 
modern. human identity has since: been -enhanced by consumer-based 
capitalism and, given the problems it creates both: for ourselves and our 
environment, there seems rather little reason to celebrate or restore it: 

The general point is that the vision of the Space Renaissance Initiative, 
with its prime focus on the power of the supposedly autonomous and inventive 
individual, systematically omits questions of social, economic, and military 
power. Similarly, the Initiative’s focus on the apparently universal benefits of 
space humanization ignores some obvious questions. What will ploughing 
large amounts of capital into outer space colonization really do for stopping 
the exploitation of people and resources back here on earth? The “solution” 
seems to be simultaneously exacerbating social problems while jetting away 
from them. Consumer-led industrial capitalism necessarily creates huge social 
divisions and increasing degradation of the environment. Why should a 
galactic capitalism do otherwise? The Space Renaissance Initiative argues 
that space-humanization is necessarily a good thing for the environment by 
introducing new ‘space-based technologies such as massive arrays of solar 
panels. But such “solutions” are again imaginary. Cheap electricity is most 
likely to increase levels of production and consumption back on earth. 
‘Environmental degradation will be exacerbated rather than diminished by this 
technological fix. 

A simplistic and aoe view of history, technology, and human agency 
therefore underpins the starting point of the Space Renaissance Initiative. 
Humanization in this shape—one’ now. finding favor in official government 
circles—raises all kinds of highly problematic issues for society and the 
environment. What would an alternative, more critical, perspective on 
humanizing the cosmos tell us? 


The Cosmos: Capitalism’ s New “Outside” 


Instead of indulging in over-optimistic and fantastic visions, we should take 
a longer, harder, and more critical look at what is happening and what is 
likely to happen. We can then begin taking a more measured view of space 
>umanization, and start developing more progressive alternatives. 

At this point, we must return to the deeper, underlying processes sich 
are at the heart. of the capitalist economy and society, and which are 
generating this demand for expansion into outer space. Although the 
humanization of the cosmos is clearly a new and exotic development, the 
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social relationships:and mechanisms ‘underlying space- An are very 
‘familar; > a> 
_.In the early twentieth century, “Rosa aceon argued fa an “outside” 
‘to capitalism is important for two main reasons. First, it is needed as a means 
of creating massive numbers of. new. customers who would buy the goods made 
in the capitalist countries.” As outlined earlier,-space technology has extended 
and deepened this process, allowing an increasing number of people to 
become integral to the further. expansion of global capitalism. Luxemburg’s 
second reason for imperial expansion is the search for cheap supplies of labor 
and raw materials.. Clearly, space fiction fantasies about aliens aside, 
expansion into the:cosmos: offers no benefits to capital in the form: of fresh 
sources of labor power.® But.expansion into the cosmos does offer prospects 
‘for exploiting: new. materials such as those in asteroids, the moon; and perhaps 
.other' cosmic entities such asiMars. Neil Smith’s characterization’ of ‘capital’s 
ae to nature is. useful at this point. : ae oe 


"The reproduction of material iei is wholly dependent on the production 
"and reproduction of surplus value. To this end, capital stalks the Earth i in 
| search of material resources; nature’ becomes a universal means of ` 

“production i in the sense that it not only provides the subjects, objects and ` 
instruments of production, but is also in its totality an: appendage to the’ 

Pte ete process...n0 part ‘of the Earth’s ‘surface, the atmosphere, the ` 
oceans, the’ gealogical substratum or the biological superstratum are `- 
immune from transformation by capital.® | i 


~ Capital i iS now also ‘ ‘stalking” outer space in the search for new resources 
and raw materials. Nature on a cosmic scale now seems likely to be 
incorporated i into production processes, these being located mainly on earth. 

Since Luxemburg wrote, an increasing number of political economists 
have argued that the importance of a capitalist ‘ ‘outside” is not so much that 
of creating a new pool of customers or of finding new resources.’° Rather, an 
outside is needed as a zone into which surplus ‘capital can be invested. 
Economic and social crisis stems less from ‘the problem. of finding new 
. consumers, and more ‘from. that of finding, making, -and exploiting zones of 
profitability for surplus capital. Developing “outsides” in this way is also a 
product of recurring crises, particularly those of declining economic 
“profitability: These crises are. followed by attempted “fixes” in’ distinct 
geographic regions.. [he word “fix” is ‘used here both literally and figuratively. 
-On the one hand,, capital is being physically invested in new regions. On the 
-other hand, the attempt. is to fix capitalism's crises. Regarding the latter, 
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however, there are, of course, no absolute guarantees that such fixes will really 
correct an essentially unstable social and economic system. At best, they a are 
short-term solutions. - 

The kind of mn mentioned above also has clear E for the 
humanization of the cosmos. Projects for the colonization of outer space 
should be seen as the attempt to make new types of “spatial fix,” again in 
response to economic, social, and environmental crises on earth. Outer space 
will be “globalized,” i.e., appended to Earth, with new parts of the cosmos 
being invested in by competing nations and companies. Military power will 
inevitably be made an integral part of this process, governments protecting the 
zones for which they are responsible. 

Some influential commentators argue that the current problem for 
capitalism is that there is now no “outside.”!' Capitalism is everywhere. 
Similarly, resistance to capitalism is either everywhere or nowhere. But,’ as 
suggested above, the humanization of the cosmos seriously questions these 
assertions. New “spatial fixes” are due to be opened up in the cosmos, 
capitalism's emergent outside. At first, these will include artificial fixes such as 
satellites, space stations, and space hotels. But during the next twenty years or 
so, existing outsides, such as the moon and Mars, will begin attracting 
investments. [he stage would then be set for wars in outer space between 
nations and companies attempting to make their own cosmic “fixes.” 


Crisis, Outer Space, and the Restructuring of Capital:Some Evidence 


What evidence is there that economic, social, and environmental crises lie 
behind the growing humanization of the cosmos? One indication. is that, 
between 2004 and 2009, the global space economy (this including 
commercial satellites, military hardware, space tourism infrastructure costs, 
and launch services) increased by 40 percent.” So, while the global economic 
crisis starting in 2008 has been grabbing the headlines, the sectors involved in 
the outer space economy have experienced very rapid growth. In-2009 space 
industry and government budgets involved in outer space rose by 7 percent to 
$261.61 billion. A 2010 survey of the global outer space economy puts this 
as follows: “amidst a widespread international economic crisis, the space 
industry proved resilient, demonstrating growth and expansion into 2010. 
While several other leading industries suffered dramatically, and many 
governments struggled to remain fiscally viable, the space industry defied the 
upheaval and broadened its fields of endeavour.” 

All this suggests not just that the outer space economy is doing well while 
other sectors are doing less well, but that growing investment in the solar 
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system is a response to global economic crisis. Again, this growth of the 
private space economy underlines the significance of President Obama’s shift 
toward private sector “solutions” to space humanization. The private sector 
has long argued that, in terms of creating technological innovation and 
reducing costs, it is superior to NASA and other government agencies. 
Now—and, it should be noted, with extensive earlier financial backing from 
NASA—it is advancing itself as capable of —_ over large parts of the 
space program. 

But, at the same time, restructuring within the space industry is.following 
some very familiar lines. Close links and mergers are taking place between 
large monopolistic companies and the smaller enterprises celebrated by the 
Space Renaissance Initiative. For example, Northrop-Grumman, one of the 
leading U.S. defense manufacturers, has recently bought Scaled Composites, 
the latter having pioneered lightweight materials used for space tourism 
vehicles. Northrop-Grumman has for many years designed and constructed 
satellite-guided drones used in Irag, Afghanistan, and elsewhere. This merger 
raises the prospect of skills and technologies originally designed to take 
wealthy people into outer space being developed to observe and eliminate 
warlords—and others—back on earth. ` 

Space-% is another relatively small space tourism company. It was . 
founded in 2002 by Elon Musk, a cofounder of PayPal. But this small 
enterprise is now rapidly growing as a result of a number of contracts from the 
American Airforce. Launch services provided to the USAF by Space-X are 
resulting in contracts worth up to $1 billion. Other links, this time between 
big and small capital, are also developing. Bob Bigelow, for example, has 
long been an important but small-scale contender in the outer space tourism 
business. His proposals have included hotels on the moon and in other parts 
of outer space. He has already constructed 1:3-scale working models of these 
projects. Now, his company is in close partnership with Boeing, the 
exceptionally large aerospace company. Together, they will supply the space 
taxis outlined by President Obama. They will take astronauts and scientists to 
the International Space Station. Bigelow declares himself very enthusiastic as 
“part of the Boeing team”: “We're very excited about this program and the 
Boeing partnership in general. Boeing brings with it unparalleled experience 
and expertise in human spaceflight systems, which will be combined with 
Bigelow’s Aerospace’s entrepreneurial spirit and cost conscious practices.” "4 

But another, more downbeat, assessment is that the individualistic, 
entrepreneurial spirit endorsed by the Space Renaissance Initiative is, in 
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practice, being co-opted into the military-industrial complex. 
Space Law: Making the Survival of Humankind Profitable 


Given the increased emphasis on the commercialization of aules space, it 
comes as no surprise to find the question of private property in outer space 
opened up for debate. If capital is ‘to undertake a space program and 
commodify nearby parts of the solar system, it needs reassurance that its 
investments will be protected by law. | | 

The issue is now being highlighted by an argument over the geostationary 
orbit (GEO). This is the 30 km-wide strip 35,786 km above the equator, 
one in which satellites can orbit at the same speed as the ground below them. 
With only three satellites in the GEO, a media conglomerate, a 
communications company, or a government surveillance agency can cover the 
whole world. No wonder it has been called “space’s most valuable real 
estate.”"* This raises the urgent question, one still not adequately resolved, of 
who actually owns this area of outer space. Is it owned by the equatonal 
countries such as Colombia, Indonesia, and Kenya under this stnp? Or is it 
jointly owned and managed by all states? : 

The debate over the GEO is a microcosm of that concerning outer space 
as a whole. The present position is one in which the moon and other celestial 
bodies cannot be legally owned. Under Article Ji of the 1967 United Nations 
Outer Space Treaty, the whole of outer space “is not subject to national 
appropriation by claim of sovereignty, by means of use or occupation, or by 
any other means.”!® It seems clear that the intention here was to prevent 
ownership and commodification of outer space. But this is now being 
challenged. Mirroring the perspective of the Space Renaissance Initiatrve, 
lawyers promoting the extension of the private sector into outer space argue 
that the framers of the UN Outer Space Treaty “were deliberately ambiguous 
about private property as opposed to nationally owned property.” 

“Besides helping to ensure the survival of mankind,” these lawyers argue, 
“the settling of space—including the establishment of permanent settlements 
on the Moon and Mars—will bring incalculable economic and social benefits 
to all nations.”™® Sufficient profits must be guaranteed, and this can only be 
done by ensuring property rights in space. Future outer space treaties should, 
according to one group of space lawyers, allow private ownership of a circle of 
land about 437 miles around an initial base. This means the reward for 
ensuring the future of humankind would be about six hundred thousand 


square miles of cosmic real estate, approximately the size of Alaska. 
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Galactic Colonialism, Risk, and War 


But even if it were desirable, the success of a galactic colonialism is by no 
means guaranteed. This is because the very venture of space colonization 
brings new risks. The fifteenth-century Renaissance and the Enlightenment 
placed great faith in science as a means of bringing “progress.” Now such 
progress is regularly challenged. Furthermore, much scientific intervention 
today stems from the crises stemming from earlier intervention, or what some 
social scientists have called “manufactured nsk.”*® This kind of nisk, for which 
no one agency or individual is usually culpable, is readily recognizable in 
space-humanization progress. 

Note, for example, that there are now around fourteen thousand tracked 
objects circling around the earth, known as “space debris” or “space junk.” 
Improved tracking systems will increase the number of smaller, observable 
tracked objects to around thirty thousand, many of these causing potential 
damage. Even whole satellites may collide. Such collisions are estimated at 
millions or even billions to one. But on February 10, 2009, such a collision 
actually happened. A defunct Russian satellite crashed into an American 
commercial satellite, generating thousands of pieces of orbiting debris.” Space 
junk poses a serious threat to the whole enterprise of space colonization, and 
plans are now afoot to launch even more satellites, designed to drag older 
satellites out of orbit in order to avoid collisions.” 

Space colonization brings a number of other manufactured risks. The 
farther space vehicles penetrate the solar system, the more likely it is that they 
will be powered by nuclear, rather than solar, energy. It is not widely . 
appreciated, for example, that the 1997 Cassini Mission to Satum’s moons 
(via Jupiter and Venus) was powered by plutonium. One estimate is that if 
something had gone wrong while Cassini was still circling the earth, some 
thirty to forty million deaths could have occurred. No plans were in place for 
such an eventuality. Yet, as early as 1964, a plutonium-powered generator fell 
to earth, having failed to achteve orbit. Dr. John Gofman, professor of medical 
physics at the University of California, Berkeley, then argued that there was 
probably a direct link between that crash and an increase of lung cancer on 
Earth. Both President Obama and the Russian authorities are now arguing 
for generating electricity with plutonium in space, and building nuclear- 
propelled rockets for missions to Mars.* 

Some of the wilder plans for space colonization also entail major risk. 
These include proposals for “planetary engineering,” whereby the climates of 
other planets would be changed in such a way as to support life. Dyes, 
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artificial dust clouds, genetically engineered bacteria, ‘and the redirecting of 
sunlight , by satellite mirrors. are all being -advanced. as - means ~ of 
“terraforming,” or making parts ofthe cosmos more like earth. This and the 
Cassini example further demonstrate the -nature of. “manufactured risk.” | 
Science and technology, far from creating Renaissance or Enlightenment-style 
optimism and certainty, are creating new oo? that. are unforeseen and 
extremely difficult to cope with. ae | 

But even manufactured risks may be- ainiai in. scope, compared with 
anier risk stemming from cosmic colonization. This is outright war. Armed 
conflict has long been a common feature of past colonialisms; between 
colonizing nations as well as between the colonizers and aboriginal peoples. 
Satellites are already a means by which terntories and investments on Earth 
are: monitored and protected by: governments operating on behalf of their 
economic interests. But the prospect of galactic. colonialisms raises the distinct 
possibility of hostilities in space. Galactic wars may therefore be the product of 
galactic colonialism. Such a scenario was prefigured: by the Star Trek science 
fiction. television series in which the main role of ae Federation” is the 
protection of capitalist mining colonies.“ 

- it is.a discomforting fact that both China and jie United States are now - 
actively developing their own versions. of “full spectrum dominance.” China 
demonstrated its capabilities in January 2007 by shooting down one of its own 
defunct satellites. In-February 2008, the U.S. Navy demonstrated a similar 
capability, destroying a faulty U.S. satellite with a sea- -based missile. An arms 
race in outer space has already started. 


Humanizing Without Colonizing the Cosmos 


` But humanizing outer space can be for good as well as for ill. It can either, 
as is now happening, be in a form primarily benefiting those who are already 
in positions of economic, social, and military power. Or humanization can be 
something much more positive and socially beneficial.. What might.this more 
progressive form of cosmic humanization look like? 

Most obviously, the technology allowing a human presence in thee cosmos 
would be focused mainly on earthly ‘society. There. are many serious crises 
down here on ‘Earth that have urgent prionty when considering the 
humanization of’ outer space. First, there is the obvious fact of social 
inequalities and resources. 'Is $2 billion and upwards to help the private sector 
find new forms of space . vehicles really a priority for public funding, especially 
at a tme when relative social inequalities and environmental conditions are 
rapidly worsening? The military-industrial complex might well benefit, but it 
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hardly represents society as a whole. This is not to say, however, that public 
spending on space should be stopped. Rather, it should be addressed toward 
ameliorating the many crises that face global society. Satellites, for example, 
have helped open up phone and.Internet communications for marginalized 
people, especially those not yet connected by cable. Satellites, including 
satellites manufactured by capitalist companies, can also be useful for 
monitoring climate change and other forms of environmental crisis such as 
deforestation and imminent hurncanes. They have proved useful in 
- coordinating humanitarian efforts after natural disasters. Satellites have even 
been commissioned by the United. Nations to track the progress of refugees m 
Africa and elsewhere 

So outer space technology can be used for tackling a number of immediate 
social and political issues. But these strategies do not add up to a philosophy 
toward outer space and the form humanization should take. Here again, the 
focus should be on the development of humanity as a whole, rather than 
sectional interests. First, outer space, its exploration and colonization, should 
be in the service of some general public good. Toward this end, the original 
intentions of the 1967 UN Outer Space Treaty should be restored. Outer 
space should not be ‘owned or controlled by any economic, social, and political 
vested interest. The cosmos should not, in other words, be treated as an 
extension of the global environment, one to be owned and exploited. We have 
seen enough of this.attitude and its outcomes to know what the result would 
be. Spreading private ownership to outer space would only reproduce social 
and environmental crises on a cosmic scale. 

The Ancient Greek philosopher Diogenes (412-323 BCE) was once 
asked where he came from. “I am a citizen of the Cosmos,” he replied. All of 
us are, and should consider ourselves citizens of the cosmos. It belongs to all 
of us. But this does not necessarily mean our physical presence in the cosmos 
and travelling vast distances into the solar system, often creating formidable 
hazards. It means much more: creating an understanding of the cosmos and 
our place within it. The cosmos is important for human identity. Knowledge 
of the cosmos can provide humanity with at least provisional answers to some 
fundamental questions. How did we get here? What is humanity’s place in 

‘the cosmos? How is the structure of the universe developing?’ Is there life 
elsewhere? In what ways are humans, and other entities, part of the cosmos? 
What cosmic processes can we actually observe on an everyday basis? 

There are some important lessons to be learned from debates in the past. 

Diogenes’ attitude to the cosmos, for example, was taken up in Russia just 
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before the Revolution. This, of course, was another time of great social and 
economic turmoil. These upheavals helped to spur on attempts to regain a 
sense of what could be considered certain in an otherwise uncertain world. 
Before the Revolution, a loose-knit group of people known as Cosmists 
argued that a form of cosmic humanization was central to developing the next 
major stage of human’ evolution. New rocket technology combined with older 
forms of theosophic philosophy and occult thmking could be used, the 
Cosmists argued, both to perfect humanity and the cosmos itself. The cosmos 
would be humanized as a result of cosmic colonization, and at the same time 
humanity would develop a cosmic consciousness. This was even to apply to 
dead as well as living people. Penetrating the heavens was a means of finding 
the “corporeal particles” that had constituted the people who had died. These 
particles would enable people to be resurrected, using new medical 
technologies and remade into living beings. These resurrections meant that the 
massive number of human ancestors could be used to humanize the solar 
system and beyond. All these ideas then found widespread interest, partly 
because esoteric and occult philosophy was fashionable in Russia at the time, 
and partly because the idea of space travel was being made popular by the 
many journals and societies promoting amateur rocketry.” 

It goes without saying that the strategies of space humanization adopted by 
the Russian Cosmists a century ago now seem wholly implausible. Dabbling 
in the occult would also now find little support. The Soviet authorities under 
Lenin consciously suppressed the mystical and occult side of Cosmism. The 
concept of space travel was used as a means of asserting atheism, since the 
“rejection of religious superstition was a key part of the Soviet’s political 
project. The first astronaut, Yuri Gagarin, ‘duly confirmed that he had not 
seen God while circling the earth.” Lenin and others recognized that the 
Cosmists were guilty of equating outer space with God and purity, and the 
earth with chaos and imperfection. This is an insidious and very misleading 
ideology, one which has, since the days of Plato, filtered down to the 
present.” 

- Despite such criticisms of the. Cosmists, their underlying idea of 
humanizing the cosmos to form a new kind of cosmic consciousness remains 
useful in our own day. Satellites, space-missions, and earth-bound 
technologies such: as telescopes and the Large Hadron Collider (LHC) are 
certainly capable of improving humanity’s understanding of the cosmos and its 
evolution. But it is best not to anticipate too much in the way of a science 
creating absolute certainties. It is often argued, for example, that NASA’s 
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Cosmic Background Explorer (COBE) satellite shows evidence of the Big 
Bang and the very early universe. The: LHC is hoping to determine the 
condition of the universe shortly after the Big Bang. Yet for a vocal minority 
of cosmologists, the Big Bang actually never happened and the “evidence” for 
the Big Bang accumulated by COBE remains highly questionable.” 

The most useful long-term contribution that cosmology could make would 
be to demonstrate that the processes and entities affecting outer space are 
much the same as those experienced on Earth. The starting point for such a 
view would not be Plato but alternative, less well-known, ancient Greek 
philosophers such as Anaxagoras. He argued in the fifth century BCE that 
there is no fundamental difference between the heavens and the earth. The 
sun and the stars, he believed, are rocks even bigger than Greece. They are on 
fire, having been torn loose from Earth by rotary movements. Such a view 
stemmed directly from observations on Earth, including observation of 
whirlpools and the heated metals in the blacksmith’s forge.”® 

Very few modern cosmologies have attempted to create such theones, 
basing them on readily available observation and making them more amenable 
to popular experience and knowledge. Hannes Alfven, for example, argued 
that the universe is alive with a plasma of electrical and magnetic fields. 
Plasmas of this kind can be reproduced on earth and can even be observed in 
. phenomena as common as the plasmas made for fluorescent lighting. 

The point is that it is by no means necessary to visit outer space to 
understand what the cosmos is like.: The heavens and Earth are one. To be 
sure, cosmologists making such arguments find little support from mainstream 
science and its funding institutions. Yet they offer the kind of “humanized” 
cosmos that is needed: one that helps people understand and be part of the 
cosmos without colonizing, ownifg, or conquering it. 
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Resistance 
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l 


Death and pain for so many victims in the length and breadth of the » 
country. Meaningless deaths for no reason. Unpunished deaths. Deaths 
_ and also—again—the whip of forced disappearances. 


— ROSARIO IBARRA, March 28, 2010 


So that drugs will not get to ) your children.. WE ARE KILLING l 
THEM. | 


a Slogan ‘of the Federal Suc 
Censored cartoon after Mexican soldiers lalled two children, Apni 2010 


Aoda voleme ae bubbling in Mexico. Nearly half the country’s eligible 
voters showed their disgust with the country’s political parties by staying away 
from the polls in the off-year elections of July 2010. AIl the major political 
parties have become neoliberal and corrupt. Broad-based social movements 
are resisting a right-wing offensive, which, building on twenty-eight years of 
neoliberal economic policies, has led to the country’s increasing militarization. 
Following the 2006: fraudulent election of Felipe Calderén,! a reign of terror 
was unleashed by means of his unconstitutional, self-declared “war” ostensibly 
against drug cartels involved in bloody internecine strife.” 

Neoliberalism’s gradual economic genocide has . caused alen 
premature deaths and generated humiliating poverty for three-fourths of the 
population. Many in the intermediate classes have been pushed down into the 
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ranks of the poor; hundreds of thousands of workers have lost their jobs, as _ 

“flex labor” and union-busting become the norm; and millions have been 
emigrating.* State enterprises have .been privatized, and almost everything, 
including humanity itself, has been converted into marketable commodities for 
the profits of big business. The economic agony of the masses has generated a 
growing resistance: guernila-wars and local nonviolent uprisings. 

- Washington looks on these events with baleful eyes and oils its guns. After 
all, Mexico is the second trading partner of the United States and the third 
largest provider of the black gold to the northern giant. 

U.S. Intervention | t an 

For decades, Washington has been pouring military aid into Mexico. In 
2008 there were six thousand U.S. troops on the Mexican border, and in 
2010 President Barack Obama decided to send more. The U.S. side of the 
border is militarized, as it was back before and during the Mexican 
Revolution of 1910-1917 and periodically since then. Drones fly routine 
flights over Mexican soil. In the United States, video games show American 
troops invading Mexico. 

Remember that the United States has often sent boob and agents into 
Mexico. There is a long history of U.S. involvement in the internal affairs of 
the nation since the bloody seizure of one half of Mexico’s territory—the 
outcome of the impenalist war of 1846-1848. 

’ Today the Alliance for the Prosperity and Security of North America, 
organized by the governments of the United States, Canada, and Mexico in 
2005, serves as a militaristic weapon. The Alliance is an expansion of the 
Plan Puebla-Panamé of 2001 that aimed at the integration of southern 
Mexico with Central America and Colombia. In 2008 the Alliance was 
strengthened by the Merida Initiative/Plan Mexico, an international security 
treaty established by the United States with Mexico’ and Central America 
ostensibly to fight the narcotraffic and integrate Mexico and Central America 
with the Northern Command of the United States. ` 

These plans better Washington's chances of firming up energy security: 
Mexico, Guatemala, Belize, and Colombia are oil countries. The plans also 
make it easier for the United States, Canada, and Mexico to use their arms 
against both outside threats and, above all, internal opposition, They 
represent a new phase of contemporary imperialism. 

What are the real targets of these plans for the international coordination 
and militarization of the struggle against supposed terrorists and narcos? The 
plans are aimed at immigrants, original peoples, guerrilla resistance, political 
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dissidents, and social movements protesting transnational corporations that 
take over water and cause mining pollution. These plans, financed by billions 
of dollars, have made Mexico a security prionty for the U.S. ruling class. 
They serve to “justify” sending U.S. personnel into Mexico to take part in 
intelligence operations and to tighten control over the populations of both 
nations. 

Mexico faces a dangerous and complex situation. Obama’s government 
has beefed up budgets for sending down agents of the Federal Bureau of 
Investigation (FBI) and the Drug Enforcement Administration (DEA) along 
with personnel to train Mexicans in the so-called wars against narcotraffic and 
terrorism—-wars against what Barack Obama calls, “the. Evil.” Righteous 
citizens applaud Obama, or demand even stronger measures. Obama's 
government has created a new “special force,” made up of armed people from 
police and intelligence agencies, that operates in the border zones. 

_ The FBI and the DEA have offices in several Mexican cities. In February 
2010, spokespeople for de facto President Calderón admitted that U.S. 
agents were active in Ciudad Juárez. Dunng Calderén’s administration, the 
number of U.S. military contractors sent to Mexico has gone up. There are 
videos of U.S. contractors taking part in the torture of prisoners. These 
contractors have also trained Mexican police.‘ | . 

In 2008 U.S. involvement in Mexico also took the form of a business 
enterprise called Blackwater. Exposed for its crimes against humanity in Iraq, 
it has since changed its name to Xe Services. The company came to “help” 
Calderón in his supposed war against the narcotraffic. He is fighting “the 
Evil,” and many church-gomg Mexicans thank him for saving their children 
from that horrible “narcotic,” cannabis. 

They do not know that this war is an excuse for militarizing the nation: 
Only 2 percent of Mexicans read a newspaper; only 4 percent ever buy a 
book. Everyone has television, and the two television monopolies, Televisa 
and TV Azteca, known as the media “duopoly,” are under the iron control of 
two of the billionaires topping Mexico's wealthy elite. The TV duopoly, a 
powerful propaganda machine, 1s a key player on the neoliberal stage, saluting 
Calderén’s war, spewing ultra-conservative pap, and warning about “the 
danger to Mexico” posed by such honest political figures as Andrés Manuel 
Lépez Obrador, the real winner of the stolen 2006 presidential elections. 

In January 2010, sixteen teenagers and students unrelated to the 
narcotraffic were murdered in Ciudad Juárez. There, in the last two years, 
some 4,700 people have died violently, and the murder of women remains 
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rampant. Most of the vicims have been civilians executed by. paramilitary 
groups .or military people dressed. in black or wearing ski masks. In: March 
2010, mysterious gunmen murdered U.S. citizens associated with the U.S. 
consulate there. . 

. Ciudad Juárez, the supposed `- “perfect model” of industrialization by 
means of foreign-owned maquiladoras (low-wage manufacturing assembly 
plants), with the cooperation of charro (corrupt) trade union leaders and their 
“protection contracts,” is now known as “the most violent city on earth.” 
There, crusader Calder6n’s government is working against the Juárez drug 
cartel. But Calderén’s forces are secretly allied to the Sinaloa drug cartel, or 
at least are permitting its advance against the Juarez cartel. 

The boss of the Sinaloa cartel is “El Chapo” Guzman, a smooth talking 
capo who walked out of a high secunty prison in 2001 by bribing the guards. 
It cost El Chapo a bundle of bills, but he has them: Forbes magazine ranks 
him as one of the richest and most influential men on the planet. 

El Chapo did the old Houdini act and disappeared during year one of 
governance by the first political party to break the seventy-one-year-long 
monopoly of political power held and enforced by the Partido, Revolucionario 
Institucional. Since 2000 the new occupants of the Mexican presidency have 
been from the populist, church-backed Partido Acción Nacional. Its first new 
president was Coca-Cola millionaire Vicente Fox. Tall, handsome, 
mustachioed Fox wore boots and lied frequently, but always with a showman’s 
good-natured smile. He invited Israel’s deadly Mossad to trai his secret 
police, the Center for Investigation and National Secunty that works under 
the Presidential Coordination Office.: This was done behind the backs of the 
Mexican people. 

Of coursel “Everyone sees what you seem [to be] but — know what you 
are.” Machiavelli. laid down this political axiom in the sixteenth century. And 
now, [V really does reach everyone. . 

The shocking new murders in 2010 -astfied endie more troops to 
Juárez—eventually fifty thousand, it is reported. The Calderón gang—I mean 
government—wants to finish off the Juárez drug cartel in favor of the Sinaloa 
cartel. The FBI says its “confidential informants linked directly to the narco 
gangs” believe that El Chapo is winning. The murders or captures of 
powerful capos carried out by the army—and the'navy in cases like the 
Beltran brothers—strengthens even more the-power of El Chapo, nationally 
and internationally. El Chapo continues to.move about Mexico, playing the 
“invisible man” to police dragnets. When his kind:of money. is flowing, 
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nobody can see a thing. 

Businessman Calderén’s popularity is sputtering like a bonfire caught in a 
hail storm. Under the hail of bullets from shootouts on all sides, public 
opinion is beginning to snarl. When el Presidente walked into an auditonum 
in Torreón, hé was deafened by a crowd of booing citizens. The TV duopoly 
covering his appearance barely snuffed the sound in time. 

Five transnational corporations control the U.S. mass media for 
‘imperialist interests. They say nothing or spread lies about the people's 
uprisings in Mexico and the Mexican immigrants in the United States. The 
U.S. government is focusing its gun sights on the rising Mexican opposition. 
Uncle Sam wants control over Mexican oil, minerals, uranium, water, and 
biodiversity. And he wants to keep that cheap immigrant labor cheap. So he 
works with the Mexican business elite and its government. The elite loves 
Uncle Sam like kids love Santa Claus. The elite’s Business Coordinating 
Council of big capitalists is crying for more aid in fighting the cartels. And the 
aid is pouring in. It does not come in a reindeer sleigh, mind you, but as 
Blackhawk helicopter gunships that spit fire and death. 

. In February 2010, Dennis Blair, then U.S. Director of National 
Intelligence, condemned the cartels and the violence in Mexico and Central 
America as the result of “failed states.” Basic security is undermined, he said, 
and. instability marked by crime, corruption, and “ingovernability” is 
growing.” In the same fashionable language, Obama has warned that the 
struggle against violent extremism involves diffuse enemies, unstable regions, 
and “failed states.”® Other high officials in the U.S. government and its . 
armed forces blather a lot about “failed states.” These states are bleeding to 
death, we are told, and only a transfusion of military intervention can save 
them. Good old Uncle Sam then appears as a humanitarian white-coated 
doctor; leading a caravan of arms donors, contractors with torture needles, 
and flying gunships painted with a red cross. 

The Central Intelligence Agency (CLA) has named Mexico and Pakistan 
the two most unstable nations in the world—they can melt down any minute. 
They are “failed states.” So, in 2009, Obama appointed his new ambassador 
to Mexico, Carlos Pascual, an expert in “nation-building” and in “failed 
states.” Carlos is a Cuban American. He has twenty-seven years of 
experience in Africa, Eastern Europe, Eurasia, the Middle East, and in 
conflict situations in Latin American and Canbbean nations including Haiti. 
In the State Department, Carlos Pascual was head of the Office of 
Reconstruction and Stabilization, which its critics call the U.S. Colonial 
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Office. One of these critics is Naomi Klein, who describes Pascual as an 
expert in shock therapy for “failed states.” Pascual arrived in Mexico City to 
begin coordination of the Binational Office of Intelligence. Crawling around 
in this pit are officers of the Pentagon, the DEA, the FBI, the CIA, and 
other critters of the U.S. intelligence community. 

_ The Mexican government is not a “failed” state. It is, rather, a state of 
“failed law.” It is not a failed state because it carries out well the tasks 
assigned to it in the empire's design. All Washington’s propaganda backs up 
the militarization of Mexico in order to protect the interests of transnational 
corporations and foreign banks. 

The militarization is a revival of the “dirty war” of the 1970s, especially in 
the states of Chiapas, Oaxaca, Guerrero, and Michoacán. The dirty war is 
furthered by the presence of narco thugs and unemployed youth who, in some 
parts of the nation, work with top police and military officers. But there is 
another difference between now and the 1970s. Internationally renowned 
Mexican Senator Rosano Ibarra, famed for her outspoken defense of human 
rights, has pointed out that the murdered and disappeared are not only 
opposition figures and social movement ‘activists but also “the civilian 
population unrelated to any political or social conflict or the 
narcotraffic.... The majority...are executions of the civilian population, of 
youth, both men and women, and of the poor. ”?? 

Every rise in-the number of deaths permits the military and Calderón to 
roar that they are “winning the war.” Meanwhile, the number of 
assassinations and disappearances of human rights activists, left-leaning 
political figures, journalists, and social. movement and labor activists has 
escalated in recent months—all with impunity, of course. Hardly ever is an 
assassin or kidnapper “found,” much less charged! 

Amnesty International and experts on Mexico observe that the military 
often does as it pleases and is moving out of control. In fact, the army controls 
large regions of the country. In some regions, the army is taking control in 
alliance with some narco groups and, in other regions, the army is in 
competition with other narco groups.) 

Calderón sent a proposed political reform to the congress in February 2010 - 
that would give the army the right to enter homes without warrants and arrest 
anyone on ‘suspicion. Soldiers who shoot civilians “by mistake” under these 
rules could not be tried in civilian courts. Since some of the soldiers are 
frightened recruits who are pushed into risky situations, they often shoot first 
and ask questions later. Bloodied civilian corpses are already stacked high: 
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“collateral damage” in the so-called war against drugs. Countless families 
mourn. They learn, too late, not to believe what TV tells them. Social rage 
ferments. General Guillermo Galván, Secretary of Defense, has called for 
Mexican armed forces to support Calderon’s reform altering the rules on the use 
of force by the military against the civilian population—a possible indication of 
a civilian-military dictatorship in the process of formation. 

What is happening? Is a civilian-military dictatorship emerging? There is 
always the chance of a military coup in Mexico and, judging by the experience 
of the coup in Honduras, the empire would give it a subtle welcome. But there 
is another opinion: Some retired Mexican military men think that a few generals 
and admirals and an unknown number of soldiers are still uncorrupted and 
patriotic enough to believe in a more democratic system. The presence of 
elements in the military that actually defend democracy rather than undermining 
it under such circumstances is not unknown in the history of Latin America. 

The problem of narcotrafhic has to do not only with militarization, bad 
government, or “failed states.” Washington’s decades of all-out campaigns 
against narcotraffic in Colombia and Mexico, in Bolivia and Afghanistan, 
and in the United States itself, have repeatedly ended in failure. All the 
experts say so. You catch a capo and another takes his place; you knock out a. 
‘drug route to the United States and other routes open up; the forbidden but 
highly profitable stuff is in the merchandise flowing north under free trade. 
There are “mules” willing to hide drugs on their persons. A family passed 
from Mexico into Laredo with a white plastic Christ in the back seat, and 
sniffing dogs barked. It turned out to be a coke Jesus. 

Yes, endless failure. But havent the repressive campaigns really 
succeeded? They enrich (mainly U.S.) bankers through secret arrangements 
to launder drug money, while recycling phenomenal amounts of dirty money 
into many sectors of the legitimate economy. [hey also keep up huge profits 
in the international drug market for the exporting countries and their 
governments, a large part of which is recycled into the international arms 
market for the benefit of mostly U.S. arms manufacturers. The United States 
sells more weapons than all the other arms-producing countries put together. 
It is the arsenal of deata.’* 

The “failures” of the campaigns against the narcotraffic help to justify war, 
state violence, and massive repression in whole societies. The “war against 
drugs” sponsored by Washington and its allies has nothing to do with 

“national secunty” or ending the drug traffic. 
How can you end it? There ig an enormous demand in the nation edt has 
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the highest consumption of illegal drugs on earth. Here, the United States is 
Numero Uno! And do you think the growers, laboratory operators, 
packagers, stockers, transporters, dealers, capos, and money launderers will 
ever renounce their profits? In Mexico, even the military, the police, and the 
politicos are in on the take. 

The “war on drugs” has everything to do with profits—and with the 
forging of strategic alliances against democratic anti-impenalist governments 
such as those in Venezuela, Ecuador, and Bolivia. The key alliance for the 
United States in Latin America is the chain of neoliberal governments on the 
Pacific Coast: Chile, Peru, Colombia, all of Central America (except 
Nicaragua where Washington is fomenting a “failed state”), and Mexico. 
The chain is made of iron: each government is an enemy of its people. 

There is legislation cooking in the Mexican Congress that would permit 
foreign troops on national territory. The United States has already set up seven 
new military bases in Colombia, and there is a bilateral agreement to put five 
more in Panama. There are U.S. bases in almost all the countries of Latn 
America and the Caribbean. Have you ever heard of Aruba or Curacao, island 
„nations once colonized by the Dutch, near Venezuela's oil fields? There are 
bases there too. There are plans for creating a “multinational, multifunctional 
military base” with Brazil in Rio de Janeiro “in order to patrol the drug traffic 
of the region.” Official documents of the U.S. Air Force have proclaimed that 
the new military bases “expand the capacity for expeditionary 
war...[guaranteeing] the opportunity for conducting complete spectrum 
operations in all South Amenica...[to combat] the ant-American governments 
in the region.” | 

Since June 2008, the U.S. Navy’s Fourth Fleet, with high-tech and 
nuclear arms, has been patrolling the coasts and major nvers of Latin 
America and the Caribbean. U.S. mercenaries, Pentagon intelligence, bases, 
fleets, drones—the U.S. military threat rears up over the region like a huge 
cobra, eyeing the oil of Mexico, Venezuela, Colombia, Ecuador, and Brazil. 
From these five countries and Canada, the United States gets half its energy. 
(Communist Cuba has recently discovered oil too, and Uncle Sam is less than 
amused that he can’t get a bit of it because of his own illegal and genocidal 
fifty-year economic embargo and terrorist campaign against the “heroic 
island.”) 

In the last week of March 2010, top government officials from Mexico’ 
and Washington met in Mexico City to discuss the ternfying violence in 
Ciudad Juárez and to work out a strategy supposedly to control it. In this 
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second, binational high-level meeting, Secretary of State Hillary Clinton 
admitted that the U.S. demand for drugs and the arms smuggled into 
Mexico from the United States were feeding the violence of the cartels. So 
both governments proclaimed a “new stage” in the war on drugs. The lip 
service around eventual social programs did not hide the increase in military 
aid, which constituted the essential part of the glitzy new “Plan Juárez.” No 
one knew what had been agreed upon in secret. 

_ Yes, another Plan! This one means Uncle Sam will stuff the pockets of the 
Mexican government with $300 million. It aims to strengthen the Merida 
Initiative/Plan Mexico and the Northen Command’s control over Mexico. The 
new American Ambassador to Brazil has called this military integration 
“armoring NAFTA” and so, in effect, acknowledges that behind the “war on 
drugs” lies the aim of protecting the economic interests of big capital in the era 
of neoliberalism.”® . 

After the second high-level meeting, during an interview for Televisa, U.S. 
Ambassador Pascual boasted about Calderén’s military strategy, saying “we 
designed it together.” Secretary of Homeland Security Janet Napolitano admitted 
that, at Calderén’s “request,” members of the U.S. Army work in Mexico in a 
“limited” way as military intelligence personnel. 

(Calderón is throwing away national sovereignty by integrating Mexico 
with the United States. What is sovereignty? The word means where the 
power is. Much of the political power has flown from Mexico City all the way 
to the White House. _ 

Here is the evidence and—you guessed it—another Plan! In fourteen 
documents, recently declassified by the Presidency of the Republic about 
“Plan Mexico 2030, Project of Great Vision,” are the details of thematic 
workshops convoked by Calderón in October 2006. Plan Mexico 2030, 
says political scientist Gilberto López y Rivas, violates the 1917 Mexican 
Constitution and guarantees the future “integral occupation of the country” 
by the United States. The Plan calls for the privatization of the energy 
sector, biosphere reserves, education, social security for state employees, and 
other public services. It calls for the repression and cooptation of social 
movements. López y -Rivas maintains that the plan is inspired by 
imperialism and that Mexicans confront a “social war” disguised as a fight 
against narcotraffic. The aim of the plan and the dominant political class, 
according to López y Rivas, “is to finish off the Mexican state.” Journalist 
Carlos Fazio adds that what is happening in Mexico is a “low intensity war 
that combines intelligence work, civic action, psychological war and control 
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of the population...: The center of ‘gravity is no. longer the battlefield as 
such, but rather the social-political arena.”’® 


The Present Situation and the People’ S Resistance 

In Mexico galloping privatization is overrunning the energy sector. 
Nationalist forces are resisting. Who leads them? The independent electrical 
workers union, the miners, some independent oil workers, university students 
and workers, and a breakaway union of schoolteachers. These workers also 
back popular struggles against the ‘ ‘reform” of the labor laws. The“ ‘labor 
reform” would take away basic trade-union nghts and open the door to 
unlimited super-exploitation of the Mexican people. 

Calderón and his secretary of labor have launched an all-out war on these 
workers in violation of the constitution and national and international laws. At 
midnight on October 10, 2009, soldiers and police seized the State enterprise 
Central Light and Power. They threw the forty-four thousand electrical workers 
into the street. They also seized Central Light's fiber optic network, which later 
was sold to an international telecommunications consortium of Televisa, 
Telefénica, and Megacable. 

Then, on June 6, 2010—anniversary of the 1906 massacre of copper 
miners in Cananea, near the Arizona border, that triggered armed revolts 
leading to the Mexican Revolution of 1910-1917—the fully-armed Federal 
Preventive Police (PFP) seized Cananea’s mines after beating and arresting 
countless unarmed miners and members of their families. Earlier in the region, 
twelve hundred striking Cananea miners of the national Sindicato de Mineros 
had nonviolently resisted PFP occupations of their communities and cutoffs of 
their water and electricity. In their protest of unsafe mine conditions that, in 
the last three years, have caused the deaths of more than two hundred miners 
nationally, the Cananea miners were challenging the criminal negligence 
record of the nation’s largest mining corporation, Grupo Mexico." 

The union-busting offensive has provoked a wave of large street 
demonstrations. Estimates run as high as three hundred thousand protestors. 
There have been road blocks, seizures of toll gates, refusals to pay electric 
bills, hunger strikes, propaganda brigades, student walkouts, untversity 
stoppages, national work slowdowns, strikes, and hastily convened assemblies 
of popular resistance. Because the year 2010 is the Centenary of the Mexican 
Revolution, some leaders and workers are calling for a new revolution, or at 
least obedience to labor laws and the Constitution of 1917. 

On May Day 2010, Mexico City’s huge downtown plaza, “the Zécalo,” 
filled to overflowing, as angry protestors and speakers condemned the “fascist” 
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government, neoliberalism, U.S. imperialism, and the new “terrorist” and 
racist law against Mexican immigrants in Arizona. Dozens of fired electrical 
workers were camped out in the Zócalo on a hunger strike. The mass media 
blacked that news out, as TV ironically continued to blare its hyped coverage 
of the death of one lone hunger striker in “the Castro brothers’ dungeon.” 

Mexico’s hunger strikes, protests, assemblies, sit-ins, and debates go on. The 
civic resistance has been nonviolent, disciplined, and organized. So police and 
= military forces have carried out acts of repression and attempted to provoke 
demonstrators to at least throw a stone at a car or bank window, or even at them! 
TV, of course, reports it much differently. 

There are a dozen guerrilla groups operating in Mexico but they are small 
and divided. During this period of popular protests, they have done no 
shooting. All resistance is peaceful...for the moment. 

Many demonstrators see Calderon as “the illegitimate President.” They 
accuse him of treason for having turned the soldiers into an “army of 
occupation,” obeying Washington’s strategies through its dastardly Plans. 
Some describe Calderón as the “most visible figure of the mafia” who is trying 
to create a military-police state as in a coup d'état or a military police-state 
Colombian style. This style includes the participation of capos in the 
administration of society, not as “a parallel state” or a “state within the state,” 
but as an integral part of the state. As Calderón himself has recognized, in 
some parts of Mexico, narco kingpins charge taxes, impose laws and curfews, 
and build public support with their neighborhood social service projects."® 

Accompanying civic resistance is the protest movement by Mexican 
immigrants in the United States. Between one and two hundred thousand 
went to Washington, D.C., on March 21, 2010, to demand their basic rights. 
And on May Day 2010, more than one million of them, along with civil 
rights activists, marched in eighty U.S. cities—two hundred fifty thousand in 
Los Angeles alone. 

Why mention Mexican immigrants? One out of five Mexican workers lives 
and toils in the United States. These immigrants face state terrorism: racist 
attacks, arbitrary arrests, illegal raids of their workplaces and communities, 
outnght murder by U.S. Border Patrol agents, and destruction of their families 
through the deportation of parents of U.S.-born children. Since 1993 more than 
six thousand Mexicans have died in the southern border area of the United 
States. During Obama’s administration, four hundred thousand immigrants a 
year have been thrown out of the country, and in 2010 the number has been 
skyrocketing. Immigration and Customs Enforcement maintains 186 secret 
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detention centers for immigrants.’® 

The record of human nights violations in both countries is frightening. 
Some organizations that have cited the thousands of violations by Mexican 
authorities during Calderén’s administration include: Amnesty International, 
Americas Watch, the Inter-American Court of Human Rights, and the U.S. 
State Department. All their reports condemn the Mexican military for the use 
of torture, raping women, murdering civilians, and shameless corruption.” 

The new popular protests are mainly defensive, however much spiced by calls 
for a “revolutionary offensive,” a “Constituent Assembly,” and “national 
sovereignty.” Right now, the correlation of forces does not favor human liberation. 
In Mexico, the Internet publication El Activista Regional explains it like this: 
there is not yet “a clear vision of the road to follow in order to realize the immense 
‘potential of the country,” and there is “a deep crisis in the capability for action by 
the society and its organizations.” 

Why is this? There is a long history of corrupt unions and men-on-the- 
make in the political world, combined with clientelism and cooptation. There 
are divisions in the Mexican left and many defeats. There are deep currents of 
conservatism and apolitical behavior in the traditional society. There has been 
criminalization of social movements with ever more killing of youth, leading to 
the introduction of the term “youthicide.” There has been violence and 
terrorism against women and homosexuals. There is a climatic catastrophe of. 
polluted cities and poisoned water. There is an ongoing economic crisis: 
working people continue their grim struggle to stay alive. They have little time 
for political activism. Many Mexicans know that the Revolution of 1910- 
1917 cost the lives of a sixth of the population—they shrink from violent 
action. l 

Calderón’s violence against people in his “war on narcos” and the 
economic suffering of most of the population are starting to work against him: 
the government policy of installing fear may be backfiring, as popular 
resistance continues. As the saying goes, “If you risk nothing, you gain 
nothing.” Better to risk yourself in struggle to change the system than to hang 
on with no money in thé middle of daily murders. 

Of course, there is defeatism in the society expressed in cynical remarks 
like “It would be better for the United States to annex.us now.” But you 
never know at what moment the creation of fear in a society will turn into an 
expansion of rage and rebellion—an explosion of “popular power” organized 
from below. Remember that, despite many years of military dictatorship 
followed by years of limited civilian democracy, the population of Argentina 
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took to the streets in 2002 and the workers took over the factories. Or 
remember that in Honduras in 2009, the people poured into the streets to 
resist the coup and on May Day 2010 swarmed the capital city with five 
hundred thousand to seven hundred thousand peaceful marchers under the 
banner “With Popular Unity to the Final Victory.” 
With or without such sudden turning points, the struggle in Mexico will be 
long and hard. This fight demands the coordination of workers, peasants, 
eae women, LGBT activists, Indians, school teachers, state doctors and 
es, the urban poor, small business people, eco-activists, and, of course, the 
civil rights movement, led by immigrants in the United States. 
The key words are internationalism and unity, signs of which are 


beginning to appear. 
Los pueblos unidos jamás serán vencidos. (The peoples.united will never be defeated.) 
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AY 


MONTHLY REVIEW Fiitty Years Ago 


For hundreds of years the Afncan’s pnde-has been trampled on, has 
been spat upon. Slavers, gold and diamond hunters, traders, rated them 
lower than the most lowly animals. Christan missionaries robbed them of 
the last vestiges of self-respect. With their -religions, customs, and 
traditions mocked and desecrated, fathers and mothers were humiliated 
and broken before the eyes of their children. The children themselves were 
shamed into hiding their little bodies from the health-giving sun. Now, the 
peoples of Africa are being reminded that the soil beneath their feet is 


their own! . . . The concept of private ownership of land and the wealth of 
land is a concept brought into Africa by European invaders. Capitalism, 
therefore, is being shown up as something alien, foreign, and imperialistic. 
“The land belongs to the people” is a slogan easily understood anywhere 
in Africa. And the return of that land and its resources to the people is a 
basic goal of the developed and liberated African Personality. 
Shirley Graham Du Bois, “The African Personality,” Monthly 
Review, November 1960 
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Dreams of Revolution: 
Oklahoma, 1917 


John Womack, Jr. 
AND Roxanne Dunbar-Ortiz 


To the memory of Rev. Jack Campbell, Konawa, Oklahoma 


In August 1917, tenant farmers and sharecroppers in several eastern and 
southem Oklahoma counties took up arms to overthrow the United States 
government, to stop military conscription and U.S. entry into the war in 
Europe. Renegade Socialists, organized in their own “Working Class Union” 
(WCU), white, black, and Indian, they believed that millions of armed 
working people across the country would march with them to take 
Washington. 

The rebellion attracted immediate national attention, but did not last long. 
Posses of local patriots put it down in a few days, killing one “draft resister” 
in action and an innocent roadblock-runner along the way. Of 458 “resisters” 
eventually arrested, 146 were convicted on state and federal charges; twenty- 
eight did time under maximum security at the Leavenworth Federal 
Penitentiary, the last there pardoned by President Harding in 1923.) By 
then, the WCU’s insurrection had vanished from the nation’s mind. Locally, 
in’ Oklahoma, it stuck in memory as only a scandal, the “Green Com 
Rebellion.” This was a seasonal, folkloric designation, not the “revolution” 
the rebels had called it, but a polite mockery and evasion of their politics. For. 
Oklahoma’s Babbitry, the rebellion remained a shame on the state, to be 
overcome by ever louder patriotism, or explained away as pitiful. For the. 
defeated and their families, it remained a private misery. 

Not until 1935, when Vanguard Press published William Cunningham’ s 


JOHN WOMACK, JR. was born and grew up in Norman, Oklahoma, wnting his’ 1959 
undergraduate thesis on the Green‘Corn Rebellion. He ts author of Zapata and the Mexican 
Revolution (1969) aad Posición estratégica y fuerza obrera (2007). ROXANNE DUNBAR-ORTIZ 
(http://reddirtsite.com) was born and grew up in rural Oklahoma. She is author of Roots of 
Resistance, and other works on the history of indigenous peoples, along with three books of 
historical memoir, including Red Dirt: Growing Up Okie. This. article. was inspired by the’ 
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first novel, The Green Corn Rebellion, did a public narrative show empathy 
with the rebels. Cunningham had a good local take on them. Born 1901 and 
raised in Oklahoma, he had learned Debsian Socialism from his father, 
fascination with “regionalism” and popular culture from Ben Botkin, his 
English professor at the University of Oklahoma, and- much about the 
WCU’s uprising from teaching seven years at the Commonwealth Labor 
College in Mena, Arkansas, where he-had talked long with veterans of 
Oklahoma’s class struggles. He told a remarkable story, not only of small- 
town and rural Oklahoma during the Great War—class, family, lust, 
jealousies, anger, racism, religion, injustice—but of how the rural poor then 
leamed socialism. He made vivid their judgment of “yellow” and “red” 
socialists (anti- versus pro-Industrial Workers of the World [IWW/J), their 
deliberations on force and violence, the inevitable makeshift of their rebellion, 
its failure, their ruin. And he told of the end, November 1917, after it was all 
over but the punishment, in one rebel’s case, military service, but even then a 
flash of hope, a headline in a discarded newspaper: “Lenin and Trotsky 
Seize Power in Russia... Democracy Temporarily Crushed.” 

It was morning on the Popular Front in 1935, and Coane 
“proletanan” novel got good New. York reviews. It also won him directorship 
of the WPA Whiters’ Program in Oklahoma, where he hired various 
Communists and wrote the Green Corn Rebellion into the state’s first official 
handbook.? Cunningham’s second novel, published the next year, told of 
“Pretty Boy” Floyd, whose recent burial in Sallisaw, Sequoyah County, an 

old hotbed of the WCU, had drawn the biggest funeral crowd in Oklahoma 
history, a record that still stands.* 

But there, public memory went blank again. In 1937, Cunningham moved 
to WPA headquarters in Washington, and wrote no more about the WCU 
rebels or Oklahoma. Nor did ‘the rebellion attract other writers; none of 
Steinbeck’s Joads recalled Sallisaw’s. red socialism.* For decades, very few 
historians showed any particular interest in the rebellion. One, two, three theses 
(no dissertation) sat in libraries, written from mostly the same local primary 
sources, telling more or less the same sociological story, the basis of every (rare) 
historical treatment of the rebellion that came into print. In the last fifteen years, 
two commendably old-fashioned studies in new “sources have cast highly 
welcome new light on the subject, an article on Indian opposition to the draft 
and a book on:the IWW in Oklahoma.’ Plus, the Internet has connected 
academic research and maybe hundreds of genealogists and amateur histonans 
interested. in the rebellion; Google already provides significant new details. But 
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it bears emphasis that, ninety-odd years after the rebellion, we still do not know 
much more than the old local story. 

The republication of Cunningham’s novel by the University of Oklahoma 
Press is a sterling public service and a boon to professional, amateur, and 
political students of the rebellion. It brings the added benefit of an 
introduction by Nigel Sellars, the author of the book on the [WW in 
Oklahoma. Sellars is now the best historian of Oklahoma’s labor movements 
in their radical period, from before statehood (1907), in Oklahoma Territory 
west, Indian Territory east, to the state CIO’s strength and muilitance in the 
1930s. Here, he gives the novel’s readers some expert help: evidence of the 
exploitation in rural Oklahoma, then a sketch of Cunningham, real WCU 
names and dates, tips on odd fictions (wheat in the hills and brush of Pott 
County), and a pointer to the story's dramatic climax on August 3, 1917, 
when the rebellion collapses because the rebels on the hill decide not to fire on 
the posse below, where they see neighbors. Most promisingly, to find the 
rebellion’s “deep roots,” Sellars broadens its context from local to national 
historical terms. In terms of analysis, the broader perspective is a big 
improvement. However, as Sellars takes it, the national perspective turns into 
a national definition, which induces deep confusion. | 

The Green Corn Rebellion, he argues, was “class warfare,” but 
nevertheless an “American rebellion,” meaning not the obvious geography, 
but that it belongs to “a long, and very American, tradition of resistance to 
oppression and injustice.” The problem here is a combination of critical 
vagueness, a gross error, and a very American illusion. Yes, the rebellion was 
class warfare in the United States, a good analytical start. But class warfare 
differs, as modes of exploitative production differ; the differences certainly 
mattered to the AF of L regarding the Knights of Labor and (as Sellars to 
his inexhaustible credit has shown) to the [WW regarding the WCU. The 
historic resistance adduced here by Sellars as a peculiarly American tradition 
(revolts against taxes, rents, political:‘abuse) is not peculiar to Anglo-America; 
it has happened wherever there have been states, landlords, and entrenched 
hierarchies. The illusion is, if conflict happens in (U.S.) America, it is both 
special and ultimately all nght, no threat to “America,” which, in regard to 
the Green Corn Rebellion, gets the rebellion and Cunningham’s novel wrong. 
Though Sellars honorably intends to make U.S. history explicit about class 
struggles, his Americanization of them-is a domestication of them. Like Red’ 
Indians, U.S. red socialists fit the American story best when dead and gone. 
For all intents and purposes, here is the message: “These reds won’t really: 


44 ANALYTICAL MONTHLY REVIEW/ NOVEMBER 2010 


DREAMS OF REVOLUTION: OKLAHOMA, 1917 


hurt you.” Next, Ken Burns will be documentarizing U.S. class warfare, 
capturing the reds in a very American series, every episode ending in a 
fadeout on the perpetual, always progressive Pepopeuayon process, a song in 
the distance, the Internationale, a lullaby. 

Seven years from now, by the Green Corn Rebellion’s centennial in 2017, 
thanks to Sellars and other historians doing deep regional and local research, 
- we may know much more about it. But if they have us thinking in “Amenican” 
terms, we are not going to understand it any better than we do now. [he main 
question about the rebellion has always been: What did it mean, how should 
we understand it? This is a question, not only of what happened in the 
rebellion, but also about the world in which it happened. 

That world was not simply “America,” or the world at war in 1917. It was 
the world in tremendous, globally contentious capitalist development ever since 
the 1870s, a world building in British, French; German, Russian, Japanese, and 
U.S. imperialism in the 1890s, exploding in the First World War in 1914, 
forcing several major revolutions and many local mutinies and rebellions, 
including Oklahoma’s in 1917. The same sort of high-powered capital that sent 
railroads from 1870 to 1914 all across Eastern Europe, Russia, India, China, 
Korea, South Africa, South America, Canada, and Mexico also sent them all 
across the United States, from the great hubs of Chicago and St. Louis, south to 
the Texas Gulf, west to the Pacific. It was Wall Street bankers, J.P. Morgan 
and J. and W. Seligman & Company, who put the first railroad through Indian 
Territory on the way to Galveston. International finance used railroads 
everywhere to open new mines, for gold from the Klondike, diamonds from 
South Africa’s Big Hole, copper from Chile, Mexico, Coeur d’Aléne, Idaho, 
and Bisbee, Anzona, coal from Manchuna and Colorado, silver, zinc, and lead 
from Mexico and Colorado. Just as finance capital brought oil on line from 
Russia’s Baku fields, Texas’s Golden Triangle, and Mexico’s Faja de Oro, so it 
took coal from Krebs, zinc and lead from Picher, and oil from the Glenn Pool, 
in Indian Terntory, USA. By 1914 capital had made rail towns, mine towns, 
smelter towns, or oi! towns like those on the world’s other industnal frontiers, in 
almost every county in eastern Oklahoma. There too the railroads had raised 
thousands of new com and cotton farms. And intemational finance also 
promoted great new agribusinesses, above all wheat, in Russia and the United 
States. The rails across the plains from the Dakotas down into western 
Oklahoma drew new wheat farms from the land. Meanwhile, all over the world, 
capital tumed peasants, yeomen, and farmers, especially corn, cotton, and wheat 
farmers in Oklahoma, into renters, tenants, sharecroppers, and hired hands. 
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The social and political movements that capital caused in the United States 
could not then have been essentially “American.” The illusion that they were 1s 
yet another instance of American exceptionalism. Since every empire since, 
monarchical or republican, had its own history, laws, and special institutions, 
“American exceptionalism” makes no more sense than British exceptionalism, 
or French or German or Russian or Japanese exceptionalism. The monopolistic 
capitalism, white racism, Christian gall, masculine presumption, and aggressive 
patriotism rampant elsewhere in the world of 1914 were just as strong in the 
United States. And the struggles against them elsewhere, mainly by labor 
movements, agrarian movements, organized anarchists and socialists, or 
associations of people of color, differed no more from each other than they did 
from the struggles here. They were all of the same species. Like revolts in 
Russia then, or China, or Turkey, or South Africa, or Mexico, or Peru, or the 
Philippines, or Cuba, revolt in the United States then was special, much more 
for its tme than for its place. 

This means the Green Corn Rebellion was not traditional, one more in the 
series of “American revolts.” The few historians who have so far written about 
the rebellion have gone back and forth on its traditionalism. On one page, they 
call it “Jeffersonian”; on another, they attribute it to the IWW or Socialists, but 
before long try to Andrew-Jacksonize anarcho-syndicalism and socialism, as if 
U.S. citizens or immigrants had invented their own, safely “Amencan”. 
versions. But as it was finance capitalism that generated anarcho-syndicalism 
and socialism in Europe, Africa, Asia, Australia, and Latin Amenica then, so 
it was finance capitalism that generated the IWW and the Socialist Party of 
America, its yellows and its reds. Everywhere, of course, traditions figured in 
these movements. But the drivirig reasons for the movements were new, which 
made the movements new. And they were newest on industrial frontiers, like 
Cananea or Torreón in northern Mexico, or Beaumont or Tampico on the 
Gulf, or the Caucasus in southern Russia, or Pittsburg or Tulsa County, 
Oklahoma. Whatever their history, however old the location, the working 
people there were mostly new, and their organizations new, direct, defiant, and 
impatent. 

_ From these mistakes, exceptionalism, and traditionalism, comes another, 
that the Green Com Rebellion was a distinctly rural, agrarian, isolated 
uprising. Yes, the rebellion did happen far from any big city, in a state very 
heavily agricultural, and even outside its small towns, out in the country. But, 
as on other frontiers then, capital’s development of the U.S. West did not 
segregate urban from rural, industry from agriculture; railroads, markets, 
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banks, mortgages, foreclosures, tenantry, and wage labor fatefully integrated 
town and country. In states as agricultural as Kansas, Missouri, Arkansas, 
Louisiana, Texas, and Oklahoma, some highly valuable industrial production 
could only happen out in the country: coal mining, for example, or the oil 
_ industry’s operations, big corporations working wage labor out in the country. 
These were rural industnes, but not in the least isolated; by telegraph and 
train, workers not only in Shawnee, but also in Henryetta, Krebs, Drumright, 
or Ragtown (all in Oklahoma) could exchange news in a few hours with 
fellow workers across the entire country (and beyond), in San Francisco, 
Bakersfield, Butte, Ludlow, Topeka, or St. Louis, Beaumont, Virden, 
Chicago, or Kanawha County. And Sellars himself has made clear that 
tenant farmers were not only tenant farmers, but also, sometimes, railroad 
workers, miners, and oil field workers, and vice versa. Describing the state’s 
“great rebellion,” he forgets this key to it, and like historians before him, 
dramatizes a scene of pathetic backcountry isolation (polite for “rural 
idiocy”). Poor tenant farmers up on a hill in Seminole County one morning in 
August 1917, determined for the moment to overthrow the government of the 
United States, for a world of economic, social, and political justice, are 
suddenly all by themselves, routed by a local posse, pursued through the 
brush, arrested, and ruined. Yes, but only if the focus is on that hill. 

The notion of isolation on a booming, modern frontier i$ patently wrong in 
explaining Oklahoma’s class struggles. Starting in the 1880s, among Knights 
of Labor in the coal districts, the labor movement grew into a major force in 
Oklahoma and Indian Terntories, and after statehood, consolidated across 
the state. The railroad brotherhoods on the M-K-T, Missouri-Pacific, Frisco, 
Santa Fe, Rock Island, Kansas City Southern, and lesser linés, the 
Machinists, Carpenters, Boilermakers, Steam Engineers, and other trade 
unions, the United Mine Workers (UMW), and the [WW all had locals 
there. Most powerful was UMW District 21, western Arkansas and eastern 
Oklahoma, with locals in hardly urban places like Hartford, Frogtown, 
Henryetta, Krebs, Dewar, and Lehigh. These unions were not timid about 
using their power either, in politics or in direct action. The Twin Terntories 
Labor Federation drove Oklahoma’s constitutional convention in 1906-07 
into the most pro-labor constitution in the United States. In 1914, just weeks 
after the Rockefeller-backed Colorado National Guard massacred coal 
miners’ families at Ludlow, District 21’s treasurer shipped crates of firearms, 
three hundred to four hundred rifles, shotguns, and pistols, from his base in 
McAlester to District 21’s president, across the state line in Hartford, 
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Arkansas, for the miners to defend themselves against a big coal company 
there. So armed, the Hartford miners did fight the company’s armed guards, 
in the Battle of Prairie Creek, July 17, 1914, and won. The arms shipment 
and the forceful victory impressed not only miners across the United States, 
but also miners’ neighbors in western Arkansas-eastern Oklahoma corn and 
cotton fields as well. 

Because of the labor movement, socialist politics also gained extraordinary 
ground in Oklahoma.® Already in 1895, the Socialist Labor Party had an 
Oklahoma Temitory local. Already in 1899, the new Social Democratic 
Party did too. After it reorganized into the Socialist Party in 1901, it 
chartered scores of dues-paying, dues-collecting Oklahoma Territory and 
Indian Territory locals. By statehood, the party had a headquarters in 
Norman (soon moved to Oklahoma City), a staff of professional organizers, 
probably 150 locals, fifteen thousand members. And by then, local Socialist 
newspapers, the national weekly Appeal to Reason (Girard, Kansas), and the 
monthly International Socialist Review (Chicago), and National Rip-Saw 
(St. Louts) were circulating altogether probably thirty thousand issues of 
- excellent socialist articles regularly through the state. Remarkably, the party 
was already an organization of mostly tenant farmers, expanding ever more in 
the mining, corn, and cotton counties. Labor unions did not organize renters 
or croppers (as such); even the IWW, despite pleas by tenants to organize 
them, refused, because however poor, they were not wage workers.” But the 
many union officers and members who were Socialists, some of them also in 
the IWW, did promote separate tenants’ organizations, a Renters Union in 
1909, an Emancipation League in 1914, a Protective Association in 1915. 

The Socialist Party struggled to serve them. It reformed’ its position on 
` “the land question,” especially for tenants. It staged programs of adult 
education through its “socialist encampments,” that were public short courses 
on socialism, revivals for justice, which drew thousands for a week at a time, 
out in the country. It educated white workers and tenants particularly about 
race, opposing the Democratic Party’s policy of the disenfranchisement of 
black men, defending their right to vote, and winning black support for 
Socialist candidates. And it often featured the national party’s best advocate 
of women’s suffrage, Kate Richards O'Hare. In 1912, despite the national 
party's purge of the IWW, the state party’s yellows and pro-IWW reds 
cooperated to win 16 percent of Oklahoma’s presidential vote for Eugene 
Debs, the highest Socialist percentage of all states. In 1914 the state’s reds 
having taken charge of the party, the Socialists ran the UMW District 21 
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treasurer (who had armed the Arkansas miners) for governor, and won 21 
percent of the vote for him, reducing the Democratic victor to a minority 
governorship. They ran strong, too, in Congressional elections, won six seats 
in the legislature, and a hundred or more county and local offices. In 1915- 
16, their papers informed readers (and their listeners) of international red 
resistance to the war in Europe, a rebellion in Ireland, and ternfic armed 
struggles for land in Mexico (which the Oklahoma National Guard tried to 
stop on the Mexican border, June 1916-February 1917). 

Ever since the Green Corn Rebellion trials, judges have blamed the 
rebellion on isolation, ignorance, yokeldom. “If only they had known better, 
they would not have done it.” The standard (bourgeois) indices of 
incompetence, disreputable, pitiful = dysfunctionality, “otherness” 
(unmentionable inferiority) are there—poverty, manual labor, physical 
afflictions, “bad choices,” weird syntax and accent—and all out in the 
country. There is also the mental affliction in the background, Oklahoma 
Socialism’s country revivalism, its often intense Christianity, a red 
Christianity. 

But the people who made the rebellion were not yokels or nuts. They were 
competent, consciously anti-racist, internationalist, politically engaged, and 
deliberately dangerous to the established order. Because of a radical, 
collective, egalitarian, nghteous, enthusiastic determination for justice in Jesus’ 
name, they could imagine action to save a warring world from rich, predatory, 
` enormously irresponsible killers, fornicators, thieves, and liars. They did not 
plan a rustic “Green Corn Rebellion.” The leaders were old men, at a time of 
“last days,” when “your old men shall dream dreams” (Acts 2:17). They 
actually dreamed of a revolution. And they acted‘as best they could to make it 
real. It was their conquerors who baptized their failure a bumpkins’ folly. 
They were fools for justice’s sake. 

Most important in all this history is the organization behind the rebellion, 
the Working Class Union. Like other such organizations, in the United 
States and elsewhere, it grew from working people in local struggles learning 
that they suffered more than local abuses and grievances; that they suffered 
general, systematic exploitation, and they could organize -collectively for a 
better system. In this sense, the Union began in Oklahoma when tenant 
farmers and Socialists met increasingly after statehood. It took on a limited, 
mostly white aspect in the Renters’ Union in 1909, got stronger when the 
Socialist Party fought for black tenants too, and broadened after 1912 when 
the IWW, definitively organizing only wage workers (as Sellars has shown), 
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gave it the tenant field. 

The organization first chartered as the WCU sprang from an IWW 
Louisiana timber workers’ union, which had been founded in 1913, separate 
- from the IWW, precisely to unionize the tenant field. But the WCU’s serious 
formation took place in the wake of the Battle of Prairie Creek in July 1914, 
which Oklahoma-armed Arkansas miners had won by force and violence. On 
~ August 25, 1914, thirty miles north of Prairie Creek, Dr. Wells LeFevre, a 
Socialist doctor (twice ari Arkansas delegate to the national party’s 
conventions), refounded the WCU in the river port and railroad junction of 
Van Buren, Arkansas. The WCU’s charter expressed more than the IWW’s 
industrial unionism, an absolutely One Big Unionism, for every “working 
man or woman,” working for wages or not. On its face, the new organization 
was civil. But with nearby workers, armed so effectively and impressively for 
self-defense, WCU members pledged under oath to “do all in our power to 
help every worker,” any color, and demanded above all, “Total abolition. ..of 
rent, interest, and...the wage system.” 

Several historians have clarified how the [WW and the Socialist Party 
fared in Oklahoma from 1914 to 1917. The IWW returned in strength 
through its new Agricultural Workers Organization, chartered in Kansas City 
in 1915, unionizing wheat-harvest hands to the west and oil-field workers to 
the east and south. The Socialist Party, despite bankers’ and Democratic 
bosses’ campaigns to break it, increased its registration; its proposal for 
electoral reform won a state referendum in November 1916. It had strong, 
new bases in northwestern counties (where Cunningham was then coming of 
age). 

However, we know little of what the WCU did’ from foundation to failure 
in 1917. We still dwell on local reports, and because the WCU was “a secret 
society, these reports are often shaky. Altogether, they suggest a WCU base 
in Sallisaw and substantial WCU power in eastern counties in 1915-16: 
membership in the thousands; blacklists of “obnoxious” landlords; “night- 
riding’; county commissioners joining; a town marshal joining; recalcitrants 
whipped for not joining; members defended by lawyers in éourt; a WCU- 
backed Democrat elected judge in Sequoyah County—the judge’s lawsuit 
against banks for usury; state cattle-dipping vats dynamited; a red-shirt march 
through downtown Muskogee; a convention in Sallisaw to declare demands. 
In 1917 the union’s national organizer (LeFevre) claimed a membership of 
34,800. This may be ten times the number of engaged members. Even so, if 
we infer from the rebellion-——which neither the IWW nor the Socialist Party 
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wanted—the WCU was an organization more potent than either of them at 
that time in eastern Oklahoma. 

We do have now a few new significant details. For example, after the 
U.S. declaration of war, April 7, 1917, the WCU’s Oklahoma state 
organizer, one Henry “Rube” Munson, supposedly hot from meetings in 
Chicago, reappeared in the state’s eastern counties, urging revolutionary 
action and swearing vast support for it. Rube was no rube. Munson’s father 
had come in 1856 from Ene, Pennsylvania to Lawrence, Kansas, fought for 
John Brown and a Free State against slavery, attended local college, enlisted 
in 1861 in the Union Army, returned to Kansas after the war, settled in 
Girard for some fifteen years, went back East, but returned to Girard for his 
last years. He was “a man of strong convictions, well educated, and honest,” 
frend of the Socialists at the Appeal to Reason, and a sometime dinner 
partner with Debs. His only son, Henry Hamilton Munson, born 1866, 
orphaned of his mother at birth, raised in Girard, schooled there, married at 
(almost) twenty-four, and worked in various Kansas City southern rail towns, 
Ft. Smith, Sallisaw, Mena, and in Seneca, in the lead-zinc district on the 
Missouri-Oklahoma line, where, by the time his father died in 1911, he was 
himself then the father of seven.’® 

By 1915 Munson was “a Bible Socialist,” organizing sharecroppers for 
the WCU in the Ozark “laplands” of southwestern Missoun-northwestern 
Arkansas. By 1916 he was organizing out of Sallisaw, south into Oklahoma 
coal country. From Chicago he may have returned in April 1917, but more 
likely it was from St. Louis, where the U.S. Socialist Party had just held an 
“emergency convention” over Congress’s declaration of war, and a red 
majority had pledged “continuous, attive, and public opposition to the war, 
through...all means within our power.” In May 1917, he may well have 
attended the JWW-Agricultural Workers Industrial Union (AWIU) 
convention in Kansas City, bringing tenant farmers with him to try to shame 
the AWIU into opening its ranks to them (no luck).’* With his connections in 
Kansas, Missouri, Arkansas, and Oklahoma, not in offices, but among reds 
in the field, Rube may well have known who in District 2] would supply 
dynamite, how to connect a new WCU branch west of Ardmore with reds 
south along the Red River, southwest toward Abilene, and north around El 
Reno, which would explain a new red organization there, the Universal 
Union. If these reds could make their connections east into Texas's Piney 
_ Woods, west to Bisbee, up to Colorado, and the strike-exploded Northwest 
and back to Chicago, the United States at class war would be in a national 
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crisis, incapable of imperialist war.’* 

Another example, a different kind, real details, but more speculation: The 
old man who hoisted his daughter’s red flag on a farm in Seminole County to 
start the rebellion there, John Meredith Spears, was new to the area. Born in 
1857 and raised in Newton County, Arkansas, in a clan of Spears, half Union, 
half Confederate, almost all farmers, his father a Confederate militia veteran and 
a Mason, he had moved his family down to Franklin County, along the 
Arkansas River, in the 1880s. He moved farther in 1891, he, his wife, four 
children, and a younger brother emigrating to farm upriver, out of Arkansas, 
some twenty miles west of Van Buren, in the Cherokee Nation; his wife would 
bear three more children there. Sometime after 1900, his aged father and 
stepmother came too; he buried them there, a few miles east of Sallisaw, her in 
1907, him in 1908. The younger brother, for a while a horse trader, had 
explored the temitory southwest into the Choctaw Nation, around McAlester, 
and up the South Canadian River into the Seminole Nation, where his fifth 
child was born in the new rail town of Sasakwa. By 1910 both brothers were 
farming back near Sallisaw. In 1914 they moved to Seminole County, near 
Sasakwa. There, the brother soon became deputy town marshal. And a few 
miles north of town, John Spears, fifty-seven, took tenancy on a farm. The 
WCU organized his three grown sons and a son-in-law. He joined too. By 
1917 he seems to have been the WCU chief in Seminole County and four 
adjacent counties. The sons and the son-in-law followed him into the rebellion; 
all went to prison, save the middle son, left on probation to keep the family 
together.'* 

But there are many more questions. The most loaded is, Why focus on 
August 3, the hill, the rout, as if the entire rebellion came to a head and 
ended there? Cunningham and all the histones so far note WCU force and 
violence elsewhere, ‘before and after August 3, but always in individual 
actions, as isolated and futile as the action on the hill. Why not look deeper 
into these, for connections among them: the dynamiting of the Dewar water 
tower on June 4, the day before the draft took effect; the anti-draft protests 
over the next ten days in Seminole, Holdenville, and way south in the old 
Chickasaw capital of Tishomingo; the intimidation of neutrals in 
Pottawatomie County in mid-July; the secret rendezvous: of reds at El Reno 
on July 17 and 24; the wildcat strike at a Wilburton mine on August 2, an 
ambush of the Seminole County sheriff and a deputy outside Wewoka that- 
afternoon, and the cutting of telephone and telegraph wires in the area, the 
attempts to burn the M-K-T bridge below Konawa, the Frisco bridge below 
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Sasakwa, and the MO&G bridge downriver east of Calvin, all the night 
before the rebellion; the big concentration at Lone Dove, north of Sasakwa, 
and the ambush at Stonewall, in Pontotoc County, the day after; another 
concentration southwest of Holdenville, at Spaulding, and the Battle of 
Four Corners, near the Rock Island and MO&G junction at Calvin, on 
August 5; the arson at a grain elevator in McAlester and a threat in mid- 
August “to burn the town,” to release WCU prisoners in the state pen 
there; the arson at cotton gins in Pontotoc County in October? All this 
suggests not umpteen different acts of ignorant, angry loners, but a serious 
conspiracy and extensive, though poorly coordinated and ‘badly disrupted 
organization. [n this light, we might understand the Green Corn Rebellion 
better if we called it the Working Class Union rebellion. 

The suggestion gains credence from the mighty UMW’s ban on the 
WCU. In January 1918, wrathful at IWW offensives in western mining and 
shaken by finding District 2] members in the WCU, the UMW amended its 
constitution to expel “Any member accepting membership in the Industrial 
Workers of the World, the Working Class Union or any other dual labor 
organization not affiliated with the American Federation of Labor” and to 
disallow IWW or WCU members into the UMW (unless they quit the other 
organization). After the war, the UMW executive board kept the ban on the 
IWW and the WCU, adding the One Big Union and the Red International 
of Labor Unions. To this day, the ban (long ago extended also to the © 
Communist Party, Fascist, Nazi, and Bund organizations, the KKK, and the 
Chamber of Commerce) still includes the WCU, a. vestige of the threat the 
UMW leaders once felt it posed.?® 

Another heavy question: The WCU and the rebellion were multi-racial, 
but how so? The novel and the histories are not quite straight about race. 
They have whites holding presumptions of superiority over blacks and 
Indians, living segregated from them, but freely commingling with them in the 
Socialist Party, the WCU, and the concentration on the hill (for the battle 
that never happened). The incongruity is troubling. Is it due to the typically 
liberal approach to race: personal, moral, individual? Considerably different, 
square with initial accounts, and more credible is a sharp memory from 
Konawa that people joined the WCU and the rebellion not individually, but 
by communities, around churches or schools (Lone Dove, Friendship, Rocky 
Point, Little River), so that their assemblies were of several collectives, like 
cells; and when they concentrated for action, they came practically in squads, 
then together in virtual platoons.” Their multi-racial unity would then not 
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have been integration, but a rainbow coalition. 

Other racial questions, about the Indian WCU hele Who were they, 
and as Indians, still with tribal nghts, did they have special concerns? Sellars 
mistakes them for the “dissident Creeks” already involved in violent 
“traditionalist” protests against U.S. appropriation of Creek land (in counties 
farther east).'® In fact, they were Seminoles, related to the Creek, but 
ordinarily trying to stay away from them. Like the Creek, some wanted 
restoration of the entire Seminole grant in Oklahoma to “the Seminole 
nation.” Others only wanted higher U.S. payments from tribal trust funds.’® 
But for these people, being Seminole, the question of special concerns cannot 
be simple. What about the Seminole WCU rebels of strong African descent, 
full members of the tribe, but looking black, living in their own communities, 
owning their own land, and gone politically red??? What was up with 
longtime Seminole Governor John F. Brown, founder of Sasakwa, Baptist 
minister there, and brother-in-law of Wewoka businessman and Captain 
William S. Key of the Oklahoma National Guard, himself but recently back 
from the Mexican border, a volunteer for the war in Europe, his unit 
scheduled for orders on August 5? Did Brown advise Key or Oklahoma 
Governor Robert Williams to use posses (“neighbors”) on the rebels, to avoid 
using the Guard, which would have put the fat in the fire. And did the 
rebellion influence the armed Creek protests against the draft in June 1918, at 
- their assembly grounds south of Henryetta? Sounding as if she had just come 
from a WCU meeting, a leader of the protest, a Creek firebrand, Ellen 
Perryman, denounced much more than’ local ils: “To H— with the 
Government and the Allies.... They are nothing but a bunch of Grafters and 
S—of B—.””' , 

And whatever happened to the WCU (re)founder and “national 
organizer,” Dr. LeFevre? The WCU Oklahoma secretary Homer Carles 
Spence (1881-1952), buried in Wewoka? The captain of the union’s biggest 
local, Lone Dove, William L. Benefield? While the rebels were in prison, 
how did their families survive? 

But the big question remains the rebellion’s meaning. Gone not only 
the severe class conflicts in the country then, but also the widespread 
opposition among working people specifically to the war and the draft 
opposition they made abundantly obvious in conscientious objection, slacking, 
civil disobedience, draft dodging, sabotage, especially in the South, and 
armed rebellion in Oklahoma.” What if either the IWW or the red Socialists, 
or both, had prepared in 1916-17 to coordinate national resistance to “a rich 
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man’s war, a poor man’s fight”?* Where could the U.S. Army have gone in 
1917-182 How then would the Great War have ended? Without U.S. armed 
forces in Europe, could the strikes and mutinies in Great Britain, France, 
Germany, and Austria in 1917-18 have forced socialism there?*4 
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The Guilt of Capitalism 
Paul M. Sweezy 


Though it is neither written nor marketed as such, Who Owns the Sun? by 
researcher/activists Daniel Berman and John O’Connor, is a devastating 
indictment of capitalism. As it has developed in the last two centuries, this 
system is an enormous user of energy, most of it derived from the burning of 
fossil fuels (coal, oil, natural gas). An additional—and in some parts of the 
world increasing—source is nuclear fission. Both of these forms of energy are 
dangerous and environmentally destructive to life on the planet. Burning fossil 
fuels generates almost all of the greenhouse gasses that have already begun to 
change the planet’s climate and, if continued at anywhere near the present 
rates, will tigger a chain reaction of lethal disasters, not in some vaguely 
distant future but in the next century or so—historically a relatively short span 
of time. Nuclear fission leaves a legacy of radioactive waste that cannot now, 
or perhaps ever, be safely disposed of. Clearly if humanity, not to speak of 
` other forms of life, is to have a future, nothing could be more important than 
phasing out these sources of energy. So much, | believe, is what can be 
appropriately called ecological common sense. 

That's the bad news. The good news is that there is an available, 
renewable, and unlimited source of energy to take the place of fossil fuels and 
nuclear fission: solar power. This is truly not only in theory but also—given 
the present state of our scientific. knowledge and technological knowhow—in 
practice. (Berman and O’Connor provide a wealth of evidence to this effect.) 

Why, then, are we not already living in the period of transition from a 
proven deadly to a proven safe form of energy production? 

The short answer is capitalism—and this is in two complementary senses. 
mirst, in capitalist society power is in the hands of capitalists and their 
acolytes. They cannot be assumed to be ignorant of the energy situation and 
the dangers it portends for the future. Yet they have never used that power to 
take remedial action. Second, when faced with the energy crises of the 1970s 
and the widespread popular reaction, they did their best to confuse the real 


This essay appeared as a review of Daniel M. Berman and John T. O'Connor, Who 
Owns the Sun? (1996) in Monthly Review, vol. 49, no. 2 June 1997): 60-61. 
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issues and limited themselves to making soothing promises which they 
promptly forgot—and obviously never intended to honor—when things 
calmed down. (Again Berman and O’Connor provide a wealth of confirming 
evidence.) By the late 1980s what had seemed to be a snowballing popular 
movement for an energy new deal was effectively scotched and by now is 
hardly more than a fading memory. 

Capital won that battle hands down. But the issue will not go away. As 
the catastrophes of environmental degradation unfold, the need for an energy 
revolution will become increasingly obvious and urgent. In Who Owns the 
Sun? Berman and O’Connor have made a straightforward, hard-hitting 
contribution to the understanding of the issue and, by implication, of the 
lessons to be learned from the rich experience of the last few decades: an 
energy revolution is both possible and necessary, but it will be achieved only 
as part of a broader revolution that takes power away from capital and puts it 
in the hands of the people where it belongs. 


Errata : The article “A Note on the Current Political Situation: 
Some Issues And A Conclusion” by Randhir Singh, published in 
September, 2010 of Analytical Monthly Review has two major errors as 
follows: : : 

Page77 line 14: ...Henry Kissinger declared: ‘I will readily concede 
that democracy, bourgeois democracy to be precise, has often checked or 
corrected particular abuses of capitalism, made the struggle against its 
exploitation less painful, sometimes ratfied victories that occurred 
elsewhere. But it has never yet led to the liberation of the oppressed 
classes.’ 

it should read ... Henry Kissinger declared: ‘I do not see why we have 
to let a country go Marxist just because its people are irresponsible’. I will 
readily concede that democracy, bourgeois democracy to be precise, has 
often checked or corrected particular abuses of capitalism, made the 
struggle against its exploitation less painful, sometimes ratified victories 
that occurred elsewhere. But it has never yet led to the liberation of the 
oppressed classes. 


Pg 78 line 16: .... which soon defied and overturned it and eventually 
the entire Chilean Left | 

it should read ... which soon defied and overturned it and eventuated 
in a most brutal counter-revolution, massacre of virtually the entire Chilean 


Left 
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Although the Great Recession officially ended in the U.S. economy more 
than a year ago (June 2009), for most people—especially the long-term 
unemployed, minorities, and youth—the effects are far from over. Indeed, it is 
a measure of the economic malaise in which the industrialized countries 
remain mired that the specter of stagnation is once again haunting mainstream 
discourse. As Paul Krugman recently observed, the U.S. economy is 
experiencing “what looks increasingly like a permanent state of stagnation and 
high unemployment” alin to the 1930s (“This is Not a Recovery,” New. 
York Times, August 26, 2010). 

Krugman is not alone in pointing to long-term economic stagnation. Barry 
Bosworth, a Brookings Institution economist who served in the Johnson and 
Carter administrations, answered a question on:the state of the economy on . 
Bloomberg Television in early September by saying, “I think we are entering 
into a period of sort of stagnation” similar to that of Japan since the 1990s 
(Brookings’ Bosworth Interview on U.S. Economy,” Bloomberg.com, 
September 9, 2010). James Bullard, president of the Federal Reserve Bank 
of St. Louis, has issued a report (“Seven Faces of ‘The Penl,’” Federal 
Reserve Bank of Si. Louis Review, September-October 2010) indicating 
there is a danger that “the U.S. and. Europe” will “join Japan in the 
[stagnation] quagmire.” David Wyss, chief economist at Standard’ & Poor's, 
has declared: .“I think there is a realistic possibility in the U.S. that it’s 
slipping into this pattern like Japan has—10, 20 years of stagnation” (“U.S. 
Has ‘Realistic Possibility’ of Stagnation,” Bloomberg.com, August 24, 
2010). Economic analysts are now openly discussing the likelihood that the 
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entire industrialized world may be threatened with a “lost decade” or two. 
(“Industrialised World’s ‘Lost Decade’ Risk,” AFP, September I, 2010). 

All indications are that the pain of stagnation will be much worse in the 
United States than Japan—where, as Krugman argues, it has been managed 
in such a way as to lessen the effects on the population (“Things Could Be 
Worse,” New York Times, September 9, 2010). The Keynesian deficit 
spending measures taken by the Japanese ruling class in response to the 
financial chsis of the early 1990s were, to a degree, successful. The enormous 
weight of unvallectible debts held by the banks was gradually reduced over 
time. What would in the United States or the European Union be regarded 
as “full employment” was maintained (though partly reflecting the low labor _ 
participation rate of Japanese women). Infrastructure was renewed in all 
. areas. Hence, joining the Japanese “quagmire” would be preferable in many 
ways to the stepped-up ruling-class war on social spending, now being pushed 
in the European Union and. the United States, which could make “Japan 
look,” in Krugman’s words, “like the promised land.” References to the 
Japanese “quagmire” should therefore be taken with a grain of salt. 
Nevertheless, in two decades Japan has been unable to find the means to lift 
itself out of the stagnation that began with its financial-real estate crash in the 
early 1990s. Japan too, it should be noted, is now subject to a widening class 
divide (“Luxury Gap: How Japan Turned Into a Nation of the Haves and 
Have-Nots,” Independent [UK], February 6, 2008). 

MR readers are aware that we have long pointed to stagnation as an 
ongoing trend in the advanced capitalist economies, rooted in rising income 
and wealth inequality, growing monopolization, and industrial maturity. This 
` deep-seated stagnation tendency has been partially countered in the past by 
military spending, government deficits, and, in the last quarter-century, a 
structural shift from production to finance (characterized by the explosive 
growth of private and public debt). Such artficial stimulants enhance 
economic growth in the short run, but are unable to overcome the long-run, 
structural problem. The result is that stagnation reasserts itself like a force of 
gravity, as shown by recent financial crashes in 2000 and 2007-09. Despite 
the expansions of the late 1980s and late 1990s, the real economic growth 
rate of the United States (and that of most other wealthy industrialized 
countries) has been sinking decade by decade since the 1970s. 

Is there an alternative to the current stagnation-financialization trap? In the 
abstract, the answer is yes, but effecting the needed changes requires radical 
actions, and there’s the rub. [he most pressing material needs in the United 
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States (and in all other affected countries, including Japan) are for improved 
conditions of health, education, housing; public transportation, equitable food 
distribution, and the protection of the environment. Full employment could be 
promoted by attending to these urgent needs. Deficit spending by government 
would not be a problem under current conditions of high unemployment and 
underutilized productive capacity. In the Second World War, new borrowing 
by the U.S. government went far beyond today’s levels in relation to GDP. 
Insofar as the new spending served to put people back to work, the whole 
society (with the exception of the wealthy) would end up better off. Nor 
would it be a problem to finance such a program in considerable part by 
shifting the overall tax burden toward the rich, whose relative share of income 
and wealth has been crowding out the rest of us. Further resources could be 
gained by redirecting government expenditures away from military/imperial 
spending and toward areas that provide real benefits for the society. In short, 
a radical new New Deal for the twenty-first century could—or so the 
argument goes—be enacted. 

But to accomplish this politically via initiatives at the top, say, by the 
federal government under enlightened leadership, would mean enlisting the 
mass of the population in the radical reconstruction of U.S. society. This 
_would generate a clear conflict with the ruling class, which none of today’s. 
leading politicians, certainly not President Obama and his corporate-friendly 
coterie, are willing to consider for one moment. Nothing remotely like a new 
New Deal would be supported by the power elite of either the United States 
or the European Union under today’s regime of monopoly-finance capital. 
That door is closed. 

Our conclusion: real hope lies iri the mass of the E E on both a 
national and a global scale, directly taking history into its own hands, in order 
to create a new system beyond capitalism that genuinely serves human needs. 
What is called for is a massive class/social revolt from below, taking place over 
months, years, even - decades, and not stopping short of real social 
transformation. Will this happen? And if it were to happen, would it 
succeed? No one knows. But in the absence of certainty, would it not be 
better to work toward this end, rather than resign ourselves to the increasingly 
barbaric status quo? 

Capitalism is an imperialist world system. The worst hardships invariably 
fall on the countries of the periphery, from which the leadership in the struggle 
against this system has emanated for at least a century. One vital organization 
in this global conflict is the World Forum for Alternatives (WFA), an 
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international network of research centers and militant intellectuals from South 
and North. Created in 1997, with MR author Samir Amin as its president, 
the WFA has organized a number of international activities/events, and 
introduced the famous Bamako Appeal in 2006 (reprinted in Samir Amin, 
The World We Wish to See [Monthly Review Press, 2008]). The WFA’s 
executive body consists of, along with Amin, its executive secretary, Rémy 
Herrera (France), and vice presidents from Latin America, Asia, Africa, the 
Arab world, Europe, and now North America. We are pleased to announce 
that in September, MR editor John Bellamy Foster agreed to serve as the vice 
president of the WFA from the United States. For those wishing more 
information on the WFA, see http://forumdesalternatives.org/E.N/inicio. php. 


Qo’ 
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U.S.-India Economic and Financial Partnership, Education, Entrepreneurs 
Roundtable, The National Export Initiative, Indian Investment in the U.S., 
Nuclear Security, Deepening U.S.-India Strategic Ties, U.S.-India 
Development Collaboration in Afghanistan, Securing the Air, Sea, and 
Space Domains. Pending defence agreements include the Communications 
Interoperability and Security Memorandum of Agreement (CISMoA); the 
Basic Exchange and Co-operation Agreement (BECA) for Geospatial Co- 
operation; and the Logistics Support Agreement (LSA). 

The agreements signed during Obama's tnp to’ India involved mininal 
amounts of money and avoided the more critical and substantial issues, 
amounting only to preliminary steps. Agreements were announced: 1) to set 
up a joint Clean Energy Research and Development Centre; 2) 
Memorandum of Understanding (MOU) for a Global Centre for Nuclear 
Energy Partnership; 3) MOU to establish an India-US Energy Cooperation 
Programme; 4) Agreement on technical cooperation to study monsoon rains; 
5) MOU on shale gas resources which will see U.S. technology used to 
assess shale gas resources in India; 6) MOU on establishing and operating a 
Global Disease Detection Centre in India, which will set up a laboratory in 
New Delhi designed to prevent the spread of infectious diseases. 

The texts of these sweet sounding MOUs are not publicly available, but 
at best they are cover for the more substantial and serious “dialogues” that are 
under way. For example, the idea of a “Homeland Security Dialogue” 
between the U.S. Department of Homeland Security and India's Ministry of 
Home Affairs arose from the visit of Chidambaram to Washington DC in 
June, during which he had detailed discussions on how the DHS functions. A 
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result was “considerable improvement” in U.S. assistance for “capacity 
building to strengthen physical security.” Even before Obama's visit there was 
intense interaction between the secunty agencies of the two countries in 
matters like megacity policing, security of urban transport, security against 
terrorism involving weapons of mass destruction material, cyber security etc. 
Details are, of course, secret. 

The USIBC took the accasion to release a AEE titled Partners in 
Prosperity -Business Leading the Way. It states: "India requires an 'Ever- 
Green Revolution'—a new program which would engage the country's rural 
sector, providing water utilization and crop management ‘best practices’ to 
promote greater food securnity—this time based on technology to increase 
efficiency and productivity. The effort to vitalize India's agriculture sector 
should be driven by business, and the first step is improving India's farm-to- 
market global supply chain." This business-driven trade in agricultural goods 
and services was outlined two months ago during the inaugural meeting of 
what is called the India-US Agniculture Dialogue, on 13 and 14 September 
2010 in New Delhi. Under this agreement, India and the United States have 
set up three working groups for: “strategic cooperation in agriculture and food 
security,” “food processing, agriculture extension, farm-to-market linkages,” 
and “weather and crop forecasting.” “Agriculture Dialogue” is the new name 
given to a US-India plan for trade and investment in agriculture, originated 
on 18 July 2005 as Agriculture Knowledge Initiative(AKI). These ongoing 
programmes have hastened the conversion of India's national agriculture 
research system from being farmer- and cultivator-onented to being business- 
and trade-focused. 

How will U.S. corporate farm, seed, biotech and agricultural equipment 
corporations make use of this access? The US-India Business Council 
drafted, in advance of thé Obama visit, three “advocacy pnonities”: (1) 
Opening up of multi-brand retail sector to “organised players” - by which it 
means U.S. retail chains. "As study after study has shown, doing so would 
bring efficiency, infrastructure, technology, and know-how to Indian farmers, 
food processors, food service providers, and other suppliers," claims USIBC. 
(2) Backing up the Agriculture Dialogue by the lowering of tariff and non- 
tariff barners which are "affecting trade in fresh fruits and vegetables, poultry, 
pistachios, dairy products, and horticultural products - we also seek reduced 
customs duties on items such as processing equipment, restaurant equipment, 
and related goods." (3) Encouraging U.S. companies to display to India their 
"success stories of business sector intervention in agriculture and food 
processing.” Doing so can "raise awareness in a positive way about how ‘best 
practices’ and technologies can deliver greater efficiencies" so that India can 
achieve the “Evergreen Revolution.” 

But it is not food, nutrition and livelihood security which are the concerns 


of the India-US Agriculture Dialogue. This “dialogue” is controlled and 
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directed by the US government's new National Export Initiative. "We are 
pursuing a new trade strategy which looks at nations based on the nature of 
their marketplace,” stated Tom Vilsack, U.S. Secretary of Agriculture, on 2 
September 2010 (he was part of the Obama mission to India). "These efforts 
mean that agriculture is one of the only major sectors of the economy with a 
trade surplus, which we expect to be worth US$30.5 billion this year. 
Overall, our agricultural exports should be worth US$107.5 billion in fiscal 
year 2010-up from US$96 billion in 2009-and we expect them to rise again 
in 2011. More importantly, this progress should create good jobs for 
Americans: USDA studies show that every billion dollars in agricultural 
exports supports over 8,000 jobs and generates an additional US$1.4 billion 
in economic activity." 

A relentless attack on indias agriculture is the surest path to the primary 
_ U.S. goal— reducing India to abject reliance on U.S. agricultural exports. 
“Development aggression” has already pushed the majority of the rural 
population to the verge of survival. Yet a wave among Indian people has 
resulted in struggle, in one way or the other, on a growing range of different 
issues—starting from legal benefits for workers and union nghts, against local 
tyranny, against eviction, against the murderous fraud of “microcredit”, the 
nationality question. It is unfortunate that so far they are mostly either 
localized or centered on isolated economic demands. But the prospects for a 
broad resistance— in hills and plains, in rural and urban areas—can 
reasonably be said to be greater today than at any time in over a generation. 
And so for the U.S. would-be world rulers, and for the domestic rulers 
represented by the Manmohan-Chidambaram gang (who are for all practical 
purposes Americans—that is where they were trained, where their employers 
have their headquarters, where their family members reside), the Obama trip 
served to illuminate two primary areas of “co-operation”— that is, U.S. direct 
intervention in India: |. military and police repression; and 2. destruction of 
Indian self-reliance in agriculture. The aim is that even were India ever to 
achieve an anti-imperialist government, it would face the stark choice—meet 
U.S. terms for the provision of food, or starve. Today U.S. intervention has 
already penetrated deeply into India, leading to ever broader police state 
policies and a murderous wave of deregulation and destruction of such pro- 
people measures as were once achieved. The appropriate image to retain of 
the Obama Durbar might well be a composite of events slightly separated in 
space and time, but connected nonetheless—Obama dancing on the “free 
market” real estate speculative disaster of Laxmi Nagar, over the bodies of the 
impoverished children who expired in the dirt and the dark. 


A 
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India - home of “outsourcing” and the loss of U.S. jobs — made instead 
for a crisis of image management. The result: Obama in his Public 
Relations mode - “I’m going to be leaving tomorrow for India, and the 
primary purpose is to take a bunch of U.S. companies and open up 
markets so that we can sell in Asia, in some of the fastest-growing markets 
in the world, and we can create jobs here in the United States of 
America.” Perhaps this was not the image the Manmohan-Chidambaram 
crew would have preferred — India, and not for the first time in history, as 
the solution to its master’s balance of trade and payments problems. 
Nonetheless they slipped easily enough into the setting in which they are 
most comfortable, with their closest friends of the United States-India 
Business Council (USIBC). 

In Mumbai on 7th November Obama addressed a USIBC “business 
summit. He said that U.S. companies were finalising 20-odd deals 
worth around USD 10 billion (nearly Rs 44,000 crore) that would 
“lead to more than 50,000 jobs in the United States.” These include the 
purchase of thirty 737s from Boeing by low cost airline SpiceJet for USD 
2.7 billion and Anil Ambani Group firm Reliance Power sourcing 
equipment for its 2,400 megawatt expansion of Samalkot power plant in 
Andhra Pradesh. Also in contemplation are Indian military's plans to 
buy aircraft engines from General Electric and a preliminary pact 
between Boeing and the Indian Air Force for purchase of ten C17s. 
USIBC proudly announced that “U.S. companies are already actively 
engaged in efforts to improve India’s supply chain at a number of different 
levels. Monsanto’s revolutionary cotton seeds have helped double India’s 
cotton output in just six years. PepsiCo has helped Punjab diversify its 
agriculture by introducing major citrus orchards; Cargill’s Nourishing 
India program provides nutrient-fortified edible oils to 25 million Indians 
per month; McDonalds and Heinz have developed new efficiencies, 
transforming the lettuce and tomato industries in India; and Walmart’s 
wholesale cash and carry stores connect farmers directly to small retailers, 
eliminating costly intermediaries.” And the USIBC advocated as a 
primary target “to revise upward the 26% cap on foreign direct 
investment in the defense industry to 74%. This will spur greater 
investment and transfer of technology to India by American defense 
companies. 

The USIBC paper set out but a fragment of what is sought; the 
U.S. plan for strategic partnership encompasses a far broader range of 
projects—Export Controls, Partnership for an Evergreen Revolution, 
Counterterrorism Cooperation, Civil Space Cooperation, Clean Energy 
and Climate Change, Cybersecurity, CEO Forum, Defense Cooperation, 
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We are now in the first stage of the projected gradual disclosure by 
Wikileaks of a trove of U.S. State Department cables. As we write, after 
a week of disclosures, less than one percent have been made public. What 
has been exposed already is far more than the contents of any few tedious, 
and often both inaccurate and inane, cables. For those who deny the 
crucial relevance of U.S. imperialism to our lives and fates, the refutation 
is final. There is no country in the world where U.S. military and 
intelligence (spying) is not actively involved in tracking all political actors, 
U.S. stooges and puppets no less than peoples movements and 
revolutionaries. What is being revealed are the mechanics of U.S. global 
rule by means of a worldwide net of local agents and informers, present in 
every country, and frequently in positions of power. 

But no less informative is the savage response of the U.S. regime, 
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ALBA and the Promise of Cooperative 
Development 


Martin Hart-Landsberg 


Existing international economic institutions and relations operate in ways 
detrimental to third world development. That is why eight Latin American 
and Caribbean countries—led by Venezuela, Cuba, and Bolivia—are 
working to build the Bolivarian Alliance for the Americas (ALBA), a 
regional initiative designed to promote new, nonmarket-shaped structures and 
patterns of economic cooperation.’ 

ALBA does this, in part, by providing a framework for member governments 
to create partnerships between existing national state enterprises as well as new 
regional public enterprises. The resulting initiatives, although still few in number, 
have helped member governments strengthen planning capacities, modernize 
national industrial and agricultural operations, and provide essential social 
services to their citizens.” 

In response to worsening international economic conditions, ALBA has 
recently stepped up efforts to promote a full-blown regional development 
process. In November 2008, member governments announced their support 
for an ALBA People’s Trade Agreement “that protects our countries from 
the depredation of transnational capital, foments the development of our 

-economies and constitutes a space liberated from the inoperative global 
financial institutions and-the monopoly of the dollar as the currency for trade 
and reserves.”* Although the precise terms of the agreement are still to be 
negotiated, official statements point to the creation of an integrated trade and 
monetary zone, with a new regionally created currency, the sucre. 

This is a bold initiative that deserves to be taken seriously. Doing so 
requires grappling with some critical questions. How important/necessary is 
this initiative? How should the zone be structured? What are the potential 
challenges te, and benefits from, a successful: outcome? These are big 
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questions and, given that ALBA has not yet concretized its own plans, 
difficult to engage in a productive way. 

However, we do have the benefit of history; this is not the first attempt at 
collective regional development. One of the most successful attempts, and 
perhaps the most relevant for understanding and evaluating ALBA's effort, 
took place in Europe shortly after the end of the Second World War, when 
members of the Marshall Plan-sponsored Organization for European 
Economic Cooperaton (OEEC) established the European Payments Union 
(EPU).‘ Studying the EPU experience offers us a practical way to begin 
thinking about these questions and the promise of cooperative development. 

In what follows, I first discuss the rationale for a cooperative development 
strategy. Next, I analyze the political-economic dynamics that led powerful 
European countries to commit to such a strategy. Then, I examine the 
workings of the EPU as well as the dynamics leading to its eventual 
dissolution. I conclude with a discussion of relevant lessons for ALBA 
countries. 


The Need for a Cooperative Development Strategy 


Third world countries face enormous obstacles to development, the 
majority of which are the consequence of their forced integration into the 
capitalist world system.: One of the most difficult to overcome is a historically 
created import dependence. Weak and distorted industrial and technological 
sectors (and, in many cases, limited agricultural and primary commodity 
production capabilities) mean that third world attempts to boost economic 
activity normally trigger, at least in the short run, a sharp rise in the demand 
for imports. 

If third world countries remain open to global market forces, their 
governments must find ways to obtain the foreign exchange necessary to 
finance the import surge. [his means that most third world governments are 
forced, almost from the beginning of their development effort, to give priority 
to the creation of a competitive export sector, which involves channeling 
resources into satisfying foreign rather than domestic needs. 

The complications quickly multiply. One of the fastest ways to establish a 
competitive export sector is to attract export-oriented transnational 
corporations. Unfortunately, because third world countries face similar 
development challenges, their governments end up competing among 
themselves to attract the desired foreign investment, offering ever greater labor, 
tax, and environmental concessions. 

Growth is possible under such conditions, at least for a few countries. 
However, given the nature of transnational production networks, even the 
“successful” ones find it difficult to use their gains from trade to promote a 


domestically responsive and self- reinforcing process of tecimplogie and social 
development. 
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Aware of the destructive consequences of global market dynamics, some 
‘third world governments have tried to delink their respective economies from the 
capitalist world-system. However, this too has generally proven an unworkable 
strategy. Among the most important reasons is that few governments have the 
organizational capacity, much less power, to refashion or reorient sufficient 
economic activity to achieve significant delinking. Another reason is that few 
countries have the resources required to meet national needs without substantial 
trade. 

Not surprisingly, then, there is need for an alternative development 
strategy. It is in this context that we can best appreciate ALBA\’s interest in 
collective development, as expressed by its recently approved People’s Trade 
Agreement. In brief, this approach represents a “middle-ground” strategy of 
group delinking. ALBA governments hope that delinking will provide the 
protection they need to engage in the coordinated planning and production 
required to overcome existing economic distortions and weaknesses. And, by 
acting as a group, they hope to ensure that their respective national enterprises 
will have access to the broader markets they need in order to enjoy economies 
of scale and obtain scarce resources and technology. 

ALBA\’s effort is, in many ways, unprecedented, especially because 
ALBA is composed of countries with diverse. political visions—for example, 
three, Bolivia, Cuba, and Venezuela, are led by governments explicitly 
committed to building socialism. Stil, there have been other attempts at 
cooperative development that can help shed light on the challenges and 
choices facing ALBA. This is true even if they were organized by capitalist 
governments to further capitalist interests. 

When capitalist governments are under great pressure—as they were, for 
example, in the 1930s when the Great Depression forced them to initiate a 
series of public works and employment programs, or in the 1940s, when the 
Second World War forced them to promote public ownership and 
production—their actions can often illuminate possibilities and even policies 
that can be adapted by governments with radically different aims (which is not 
to say that state policies are ever class-neutral). 3 

I believe that the situation in Europe following the end of the Second 
World War offers another example. European governments at the time were 
under great pressure from the United States to liberalize their economies. 
Their response, specifically their creation of the European Payments Union, 
offers important and positive lessons for those supportive of the ALBA 
initiative. 


Background to the Formation of the EPU 


For complex historical reasons, the developed capitalist countries of 
Europe faced economic challenges in the immediate postwar period that were 
remarkably similar to those faced by many third world countries today. U.S. 
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government and business elites wanted to establish an international economic 
system underpinned by freely traded (convertible) currencies’ and liberalized 
trade. This posed a problem for European governments. 

European economies had been greatly weakened by the war. As a 
consequence, their import needs were far greater than their export capacities. 
If European governments accepted U.S. demands for liberalization, their 
countries would quickly run large trade deficits. Since they lacked sufficient 
foreign exchange, they would be forced to implement austerity measures (in 
order to reduce the demand for imports), leading to a downward spiral of 
production and employment. 

Such an outcome would be nothing new for most third world countries, 
whose governments have routinely been pressured into liberalizing international 
economic activity. However, despite its weakened position, Europe was not the 
third world. In particular, European governments retained considerable 
negotiating leverage with U.S. policymakers. 

Europe’s importance as part of the capitalist core meant that U.S. elites © 
could not be indifferent to the political ramifications of Europe’s economic 
choices. European workers could be expected strongly to oppose the austerity 
required to restore trade balances if European governments embraced 
liberalization. Both U.S. and European elites feared that this opposition 
could dramatically strengthen the already considerable influence of the left 
throughout the region. . 

Equally important, European governments managed economies that were 
already heavily regulated, which meant that they had tools in place to control 
trade directly if they decided to resist U.S. pressure. Controls were first 
introduced during the depression era; among the most effective were 
quantitative restrictions on imports. For example, as of 1937, almost all 
German and Italian imports, more than half of those of France, Switzerland, 
and Austria, and‘ approximately one-quarter of those of Belgium and the ` 
Netherlands, were subject to quota restrictions.® The outbreak of the Second 
World War led to a. further tightening of restrictions on trade. Many 
currencies ceased to be convertible for both residents and nonresidents. 

Under these conditions, European governments found that the easiest way 
to organize trade was through bilateral agreements. By the end of 1947, more 
than two hundred such agreements were in effect, accounting for more than 
60 percent of Western European trade.’ | 

European elites did not oppose a return to a fully multilateralized 
capitalist world system; after all, they had greatly benefited from its past 
operation. Their concern was that, under existing conditions, they were not 
well placed to benefit from its revival. At the same time, they were also aware 
that the status quo was far from satisfactory. The controls that enabled 
European governments to regulate economic activity made it harder to restore’ 
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business confidence (and, by extension, growth) and strengthened left 
demands for a broader structural transformation of existing capitalist 
institutions and relations. 

In short, European elites desperately needed an- atema ae one 
that would support regional economic revitalization by providing protection 
from U.S. competition, while simultaneously weakening obstacles to Europe’s 
eventual participation in a ‘renewed multilateral system. The U.S. 
government, for its own reasons, eventually asal to support the search for 
such a strategy.. 


The EPU 
OEEC governments aad ia agreements in the late 1940s 


which, supported by Marshall Plan aid; were designed to promote intra- . `’ 


European currency convertibility and trade liberalization. But their limited 
scope yielded meager gains. Frustrated by the slow pace of change, the U.S. 
government eventually took charge. In October 1949, after the State 
Department overcame Treasury Department objections, Marshall Plan 
director Paul Huffman called on the OEEC Council to take concrete steps 
toward the creation of a single integrated European market. Two months 
later, one of his assistants put-forward a plan for achieving this outcome. 
Significantly, this plan served as the basis for the EPU agreement which was 
approved by OEEC members on July 7, 1950.’ 

The EPU broke with bilateralism by establishing a highly regulated 
multilateral payments system. Trade continued to be controlled as before, but 
now, if intra-OEEC and approved by the governments concerned, it could 
proceed without regard to national holdings of foreign exchange. Previously, for 
example, if a Dutch importer was granted permission by the Dutch government to 
import tractors, and decided to purchase German ones, the trade could be 
completed only if the Dutch central bank held sufficient German marks. Often, 
that was not the case, which meant that the importer had no choice but to import 
tractors from another country, one whose currency was held in ample supply by 
the Dutch central bank. 

The EPU changed this. Under the new system, the Dutch importer 
would simply pay its central bank in Dutch guilders, the Dutch central bank 
would inform the German central bank of the importer’s desired purchase, 
and (assuming the German government approved the sale) the German 
central bank would itself pay its exporter in marks. The German central bank 
would record a surplus position in. Dutch guilders in its account with the 
Dutch central bank, while the Dutch central bank would record a deficit in 
German marks in its account with the German central bank. 

At the end of every month, each central. bank would calculate its net 
position with every other central bank and convert it—using existing national 
exchange rates—into a balance in its own currency. Then, it would total its 
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separate national balances and report an overall final balance in its own 
currency to the Bank of International Settlements (BIS), which operated as 
the EPU’s financial agent. The BIS would take these national balances, 
convert them into EPU units of account, or “ecus,” and calculate final 
balances. In this way, EPU member nations registered monthly deficits or 
surpluses with the EPU itself, not other member nations. Because the EPU 
was a closed system, the sum of all intra-EPU trade balances had to equal 
zero. l l 

Finally, the BIS would determine the payment required to settle these- 
outstanding monthly balances. The amount depended on the value of each 
country’s cumulative debt or surplus (since the start of the EPU), relative to 
its assigned quota. And its assigned quota was set equal to 15 percent of its 
total visible and invisible trade with other member nations and their monetary 
areas in 1949, 

A debtor country with a monthly deficit would have that deficit fully 
covered by EPU credit as long as its cumulative debt remained equal to or 
less than 20 percent of its assigned quota. As monthly trade results pushed a 
country’s cumulative debt above the 20 percent mark, a growing percentage of 
its monthly balance had to be paid in U.S. dollars (or gold). If a country’s 
cumulative debt exceeded its quota, it was obligated to pay its entre monthly 
deficit in dollars. 

Surplus countries were treated somewhat differently. A surplus country 
with a monthly surplus would have to give its full surplus in credit to the 
EPU if its total surplus was less than 20 percent of its assigned quota. 
However, rather than receive a growing percentage of its monthly surpluses 
in dollars as its total surplus grew beyond the 20 percent mark, its dollar 
share was set at a constant 50 percent. It was left up to the Managing 
Board to determine how the monthly surplus of a country with a cumulative 
surplus larger than its quota would be compensated. 


Of course, national trade balances fluctuated. Countries with cumulative . 


surpluses sometimes ran monthly deficits, while countries with cumulative 
deficits sometimes posted monthly surpluses. In such cases, the “last-in, first- 
out” principle applied: the most recent credits to or from the EPU were 
erased and the most recent dollars paid to or received from the EPU were 
returned. 

Depending on how the deficits and surpluses were allocated across 
countries, EPU dollar receipts from deficit countries could be, and sometimes 
were, less than required dollar payouts to surplus countries. Therefore, the 
EPU needed a capital fund; this was provided by the United States at the 
time of the EPU’s launch. 

It is easy to imagine why deficit countries embraced this system—it 
provided them with credit and reduced their potential dependence on any one 
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creditor country. But there were also benefits for surplus countries. For 
example, the system assured them that they would receive-dollar payments for 
their exports, regardless of the foreign exchange holdings of the importing 
country. [he EPU clearing mechanism also promoted trade as well as trade 
liberalization (discussed below), both of which disproportionately benefited 


surplus countries. - 


The EPU Managing Board 


Key to the operation of the EPU was the Mnane Board, and there 
were serious disagreements between U.S. and OEEC negotiators over its 
- proposed authority. The U.S. government wanted a “supranational” 
Managing Board with the power to discipline governments whose policies 
were viewed as a threat to the region’s achievement of currency convertibility 
and trade liberalization. The OEEC countries did not agree, and they 
prevailed. The Managing Board was limited to making policy 
recommendations (which could be carried by majority vote) to the OEEC 
Council, where they had to receive unanimous support from all the member 
governments before they could take effect. . 

Struggles also took place over the composition of the Managing Board. 
- The IMF strongly disapproved of the EPU project, fearing that it would 
strengthen regionalism, which was contrary to the IMF mission of promoting 
universal liberalization. In particular, the IMF feared that the Managing 
Board would become a powerful rival. At a minimum, the IMF wanted a 
voting seat on the Managing Board. OEEC countries disagreed, and won 
this battle as well. In 1953 the OEEC Council did agree to allow an IMF 
representative to attend Managing Board meetings, but only as an observer. 

These victories by OEEC governments stand. as tribute to the fact that 
European elites continued to enjoy considerable unity and collective capacity to 
defend their interests. At the same time, it is important to acknowledge that 
European and U.S. elites shared a common commitment to rebuilding a strong, 
functioning global capitalist order. No doubt, this made it easier for the United 
States to yield to European wishes. ` > 

It was originally assumed that, because the EPU icone system would 
automatically ensure regional stability and growth, the work of the Managing 
Board would be routine. However, this assumption was quickly challenged by 
events; the enormous differences in national economic circumstances almost 
immediately produced significant trade imbalances that could not be handled by 
normal EPU operations. As a consequence, the Managing Board, with the 
support of the OEEC Council, was forced to take the lead in developing 


responses to a series of crises. 


Challenges and Responses 
The Achilles’ heel of the EPU was its asymmetrical treatment of surplus 
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and deficit countries. Surplus countries enjoyed a structural advantage over 
deficit countries, and there was nothing in the EPU clearing mechanism that 
forced surplus counties to adjust their policies. As a result, deficit countries 
bore the full weight of adjustment, even if their deficit was exacerbated by the 
- policies of surplus countries. 

This was'an especially serious problem for the EPU system because, 
given its regional structure, total intra-regional surpluses had to be balanced . 
by equivalent intra-regional deficits. Thus, if one or more member countries - 
succeeded in recording large, continuous trade surpluses, it was likely that one 
or more member countries would be recording large, continuous trade deficits. 
If these debtor nations suffered too great a loss of reserves, they might well be 
forced into restoring restrictions on regional transactions, thereby threatening 
the EPU project. | 

John Maynard Keynes worried about this very same problem in the early 
1940s, while working on a draft proposal for a World Bank He sought to 
overcome it by recommending the following: All countries were to have accounts at 
the World Bank, which would record their deficits and surpluses with all other 
members. The Bank would have the authonty to create its own international 
reserve currency, the bancor; it would extend credit in the form of bancors to debtor 
countries up to an established quota limit. All countries with large trade imbalances 
relative to their assigned quotas (regardless of whether surplus or deficit) would be 
required to pay interest penalties to the Bank. Because penalties increased as the 
imbalances grew larger; both deficit and surplus countries would have a material 
interest in adjusting their respective policies to achieve more balanced trade.® 

The OEEC created an EPU that differed from Keynes’s draft proposal 
for a World Bank in two important ways. First, the OEEC chose not to 
create a new international reserve currency; the ecu functioned only as a 
virtual unit of account. Second, the OEEC did not create any mechanism to 
force surplus countries to adjust their policies in the interest of achieving 
balanced trade patterns. In fact, quite the opposite was true. Deficit countries 
were required to pay interest on the credit advanced to them by the EPU, 
while surplus countries were paid interest on the credit they advanced to the 
EPU. 

Not surprisingly, then, the first crisis to confront the EPU Managing 
Board was the result of a large and growing trade deficit. The German 
government had unsuccessfully tried to control its deficit. It had sharply raised 
interest rates in an attempt to slow down economic activity and, by extension, 
imports. It had also tried more direct measures to reduce its trade deficit. For 
example, it required businesses seeking an import license to make a bank 
deposit equal to 50 percent of the cost of the goods to be imported. Import 
licenses were required, even if the goods were not subject to quotas. 


Despite these efforts, by October 1950, Germany’s cumulative debt had 
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grown so large that it was close to exhausting its quota. If this happened, the 
government would have to pay dollars to finance the country’s future monthly 
deficits, something that it could not long do because of a foreign exchange 
shortage. The EPU Managing Board recognized that it would have to act 
quickly or Germany would be forced to take even more drastic actions. And, if 
Germany dramatically tightened its trade regime, other countries would find their 
own exports affected, which would make it harder for them to keep their markets 
open. The likely result would be a regression to the previous system of bilateral 
trade arrangements. 

In December 1950, determined to avoid this outcome, the Managing 
Board granted Germany a special credit. The Managing Board also called on 
the other member countries to do what they could to increase their imports of 
German goods. 

By February 1951, Germany had used most of its special credit. The 
German government, with the support of the Managing Board, suspended its 
trade. liberalization efforts and stopped issuing import licenses. Even more 
stnking, the OEEC Council, responding to a Managing Board 
recommendation, decided on the following: 


If Germany’s payen position E ah to warrant issuance of | 
new import licenses these were to be allocated according to principles 

interpreted by a Mediation Group of three independent experts appointed 
by the Council. Taking account of “the essential needs of the German 
economy, the Mediation Group was to recommend allocation of licenses 
“primarily in favor of Denmark, Greece, Iceland, the Netherlands, 
Norway and Turkey,” countries which were heavily in debt to the EPU 
and which would suffer particularly from a cut in German imports.”° 


Germany’s situation did improve enough for the Managing Board to 
recommend resumption of import licensing, but only according to the terms 
noted above. The OEEC Council, following Mediation Group 
recommendations, set an upper limit for the total monthly value of German 
imports. Within that total, upper limits were then established for the value of 
imports for different categories of goods; the biggest division was between the 
imports of goods that had previously been liberalized and those that remained 
restricted by quota. 

The countries singled out by the Mediation Group, which were themselves 
struggling to finance their deficits, were given preferential nghts to supply 
Germany with goods that had previously been liberalized. Imports of goods 
that remained regulated were to be divided among all suppliers according to 
another Council-determined formula based on past trade patterns. Germany 
was given the right to make minor adjustments to the plan and could appeal to 
the OEEC Council if it felt that major ones were necessary. 

Germany was not the only country to suffer large deficits. Before the end 
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of EPU’s first year, Austria, Greece, and Iceland had also exhausted their 
quotas and been given additional credits. The Netherlands faced a similar 
problem, but rather than aid, it was granted a larger quota. 

What is perhaps most significant about the actions described above is that 
they demonstrate that the Managing Board and OEEC Council were willing 
and able to act in defense of the collective interest as defined by the objectives 
of the EPU. Said differently, member governments demonstrated an 
impressive willingness to yield significant power to higher-level bodies, power 
that enabled these bodies actually to shape national trade activity. Equally ` 
noteworthy, this power was used——most aggressively -in the case of 
Germany—to impose a system of regulation that (temporarily) reversed past’ 
liberalization efforts. 

New challenges arose in the second year. In response to growing trade 
deficits, France, in February 1952, suspended its trade liberalization and 
tightened its foreign exchange controls. However, the most serious threats to 
the system in this period came from surplus countries, in particular Belgium. 
At the end of July 1951, Belgium’s cumulative surplus almost equaled its 
quota. And, as noted previously, the EPU had no established rules specifying 
how countries in such a position should be compensated for their monthly 
trade surpluses. 

Rather than compensate Belgium in dollars for its surpluses and risk 
exhausting the EPU’s hard currency holdings, the Managing Board decided 
temporarily to increase Belgium’s quota. This meant that future Belgium 
surpluses would continue to be settled on the basis of 50 percent dollars and 
50 percent credit. Belgium continued to register strong surpluses into 1952, 
and the Managing Board successfully pressured it into five additional quota 
expansions. 

Rather than allow this situation to continue, the OEEC Council pressed 
the Belgian government to change its economic policies. Eventually, the 
Belgian government consented; it limited the nation’s exports to other member 
countries and restricted imports from outside Europe in order to encourage 
greater regional purchases. 

Although the agreement creating the EPU gave the organization only a 
two-year life, it was renewed annually seven additional times. However, these 
renewals were far from automatic. The negotiations were marked by growing 
tensions, especially between surplus and deficit countries, with the former 
increasingly unhappy about being forced to accept credits rather than hard 
currency for their surpluses. 

European governments had always viewed the EPU as a necessary but 
transitional arrangement. Perhaps not surprisingly, the United Kingdom, 
because of its interest in restoring the pound as an international currency, and 


the major creditor countries—Belgium, Switzerland, the Netherlands, and 
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Germany (which had overcome its previous trade problems)——were the most 
eager to terminate the EPU. In 1955 these countries succeeded in winning 
OEEC Council approval of the European Monetary Agreement (EMA), 
which called for termination of the EPU when countries holding more than half 
the total EPU quota requested it. The EMA did not establish a successor 
regime, only a financial safety net, the European Fund, to assist countries that 
found currency convertibility difficult to finance. 

~ Finally, on December 27, 1958, Belgium, France, Germany, Italy, 
Luxembourg, the Netherlands, and the United Kingdom informed the 
OEEC Council that they were ready to end the EPU. The next day, all 
member countries (except Greece, Iceland, and Turkey) restored external 
convertibility for nonresident holders of their currencies, which meant that 
those living outside the EPU area could now freely exchange any European 
currency they acquired through current account activity for any other 
European currency or dollars. The Council officially approved 
implementation of the EMA on December 30, 1958; the final business of the 
EPU was concluded on January 15, 1959. 


Achievements 


The EPU multilateral clearing system proved remarkably successful in 
promoting intra-regional trade and national growth. In particular, it 
encouraged trade by greatly reducing Europe’s need for scarce foreign 
exchange. Over the system’s roughly eight years of operation, 70 percent of all 
bilateral trade imbalances were settled by automatic EPU adjustments. 

More generally, by structuring balance of payments accounts around the 
EPU rather than individual nations, and providing a number of mechanisms 
for harmonizing trade between surplus and deficit countries, the system also 
helped reduce austerity pressures on deficit countries, with beneficial 
consequences for the surplus countries as well. The economic gains achieved 
over this period are indeed striking: 


In the OEEC area as a whole, gross national product grew, in real terms, 
by 48 percent and industrial output by 65 percent during the EPU 
period. This corresponded to annual compound rates of growth of about 5 
and 7 percent respectively., No precedent exists in the records of market 
economies for such intense growth in so many countries over so long a 
period of years. The United States did not quite reach that rate even in 
the years from 1940 to 1949, when it mobilized a depressed economy for 


war and postwar reconstruction." 


For European elites, perhaps the most meaningful measure of the EPU’s 
success was the region’s return to a position of relative dominance in a 
renewed liberalized international economic order. European countnes began 
the postwar period, forced to regulate international economic activity largely 
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because of a shortage of dollars. The EPU supported European recovery in 
part by shielding European producers from U.S. imports. European exports 
to the dollar area were not, however, similarly restricted. 

As Europe recovered, so did its dollar exports and dollar reserves. Europe’s 
reserves, which totaled $10.5 billion at the end of 1945 and $10.1 billion at the 
end of 1951, were $17.7 billion by the end of 1957.'* By the end of the decade, 
_ Western European economies had become strong enough to earn all the dollars 
they needed. In fact, Europeans began dumping dollars for gold, a clear 
indicator that dollars were no longer scarce. Significantly, 1958 marked the first 
vear in which the United States suffered a major decline in its gold stock, raising 
international concerns about whether the U.S. govemment would be able to 
defend the existing dollar-gold exchange rate. The United States would soon be 
forced to seek European assistance to defend the existing international system. 


The EPU and Trade Liberalization 


. The establishment of the EPU reflected the pnonty OEEC governments 
-y gave to achieving intra-European currency convertbility. Although important 
in its own night, OEEC governments also saw the EPU as a critical 
precondition to the achievement of another goal, trade liberalization. In other 
words, OEEC governments sought the creation of a regionally. protected, 
integrated monetary and trade zone. Thus, shortly after approving the 
formation of the EPU, they signed another agreement that committed them to` f 
reducing their quantitative restrictions on intra-OEEC trade. 

In 1952 a Steering Board for Trade, comparable to the EPU Nikname 
Board, was established to oversee the implementation of trade initiatives and 
promote further liberalization (which referred only to reducing quantitative 
restrictions on trade, not tanff reductions). European trade liberalization 
proceeded slowly but steadily over the decade. By the end of 1956, 89 percent of 
private intra-European trade had been liberalized. The combined effect of the 
EPU settlement system and intra-regional quota liberalization “contributed to a 
spectacular increase in intra-European trade. With 1949 equal to 100, the 
volumie of intra-European imports rose to 141 in 1950, to 151 in 1951, and, -by 
1956, had climbed to.226,""4 

For years, liberalization was strictly a European affair. For example, “At 
the beginning of 1953, only 11 percent of Western European (OEEC) 
imports from the United States and Canada were free from quantitative 
restrictions. By the beginning of 1954, this figure had been raised to 32 
percent, by April 1, 1955 to 47 percent, and by June 30, 1956 to 59 
percent. In 1957, almost two thirds of Westem European imports from the 
United States and Canada were free from quantitative restrictions.” 5 

While OEEC governments had made great strides toward their goal of 
trade liberalization, it is important to recognize that, at the close of 1958, some 
- thirteen years after the end of the Second World War, approximately 10 
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percent of intra-European trade and 30 percent of European trade with the 
United States and Canada remained restricted by quota. Moreover, tanff levels 
stayed high. It was not untl 1961 that the leading OEEC countries fully 
liberalized their trade with the dollar area. `. 


x 


Lessons 


I believe that the EPU expeneénce offers’ many valuable lessons for third 
world countries pursuing development, especially those in ALBA that seek to 
create their own regionally protected, integrated currency and trade zones. 
One lesson is that states can. effectively impose strong regulations over 
international economic activity for an extended. period of time. Mainstream 
economists strongly criticize third world countries for trying to implement 
tough quantitative controls when faced with serious balance-of-payments 
problems. Yet, as we have seen, European governments resisted opening their 
economies to market competition, choosing instead to rely on an ever 
expanding system of state controls. 

` Another lesson is that it is possible to construct a cooperative development 
process that does promote the collective interests of its participants. As 
highlighted above, European governments did join together to create 
mechanisms that promoted regional integration and economic rebuilding, most 
importantly the EPU. Dunng periods of crisis, EPU governing institutions 
proved willing and able to make decisions in the broader interest of the 
community, even when that. meant implementing policies that discriminated 
against the stronger economies. 

Finally, the EPU experience strongly suggests that it may be a mistake to 
conceive of development solely as a national project. European countries, among 
the most powerful countries‘ in the world, faced enormous rebuilding challenges 
at the close of the Second World War. Rather than go it alone, they coalesced 
around a plan for a long-term, protected on development process that 
was anchored by the EPU. \ 

Significantly, many third: world countries are already enmeshed in a form 
of economic integration, some by choice and others by compulsion. It is a 
neoliberal integration designed to promote greater liberalization, deregulation, 
privatization, and capital mobility. As a consequence, its achievements are 
best measured by exports, inflows of foreign direct investment, and corporate 
profitability, not social gains. In some cases, this process of integration has 
been formalized: examples include NAFTA, AFTA, and Mercosur.’ 

The postwar European approach to integration, although still shaped by 
capitalist imperatives, was very different—more protected and cooperative, and 
thus development oriented. No doubt, its embrace by European governments is 
best explained by the historically specific conditions of the time. Regardless, the 
operation of the EPU offers a productive starting point for thinking about the 
structures and mechanisms required to anchor an alternative, progressive 
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integration project. | 

The EPU experience, however, does not offer a precise blueprint for 
today’s third world countries. For example, while European governments sought 
to structure a slow, sustained regional liberalization process, third world 
governments will need to structure a regionalization process that enhances their 
respective planning and regulatory capacities. And, while the OEEC Council 
rejected any overall regional planning, along with any mechanism to promote 
regional balance by forcing adjustment of surplus as well as deficit country trade 
patterns, these decisions are the opposite of what a successful third world effort 
would require. : 

At present, ALBA offers the most promising, if not the only meaningful, 
attempt at cooperative development anywhere in the world. Consistent with the 
organization’s state-centered orientation, most ALBA activities have, to this ` 
point, involved bilaterally negotiated agreements between state enterprises in 
which one country provides the other with goods, technical or financial support 
for investments in core industries, affordable energy resources, and/or assistance 
_ in delivering critical social services. However, ALBA’s declaration of intent to 
create an integrated trade and currency zone, backed by a new regional 
currency, appears to signal a serious commitment by member countries to move 
beyond existing bilateral efforts to foster a regional development process. 

Significantly, ALBA’s early steps to concretize its People’s Trade 
Agreement contain echoes of the EPU experience. Although negotiations on 
zone operating principles continue, ALBA appears close to establishing a sucre 
system with a Regional Monetary Council, a Central Clearing House, a 
regional reserve and emergency fund, and the sucre itself. 

Several countries have already deposited agreed upon amounts of their 
respective national currencies into a special sucre fund. These monies are then 
converted into sucre. At this point, the sucre exists Only as a virtual unit of 
account, with an exchange value of $1.25, and is being used only for targeted 
trade of specific commodities. The first sucre-denominated transaction, involving 
_ Venezuelan rice exports to Cuba, occurred in January 2010. Bolivia, Nicaragua, 
and Ecuador also have plans to engage in sucre-denominated trade. ALBA’s 
long-term’ goal is for the sucre to become an international reserve currency much. 
like the euro. 

Drawing further on the EPU experience, one could imagine the ALBA 
cooperative development process unfolding as follows: the ALBA Council 
would first select several key development drivers—perhaps health care, 
education, energy, and food production—to serve as focal points for protected 
regional activity. Then, it would encourage the adoption of many of the same 
currency and trade policies employed by EPU countries to further the 
creation of regionally anchored health, education, energy, and food 
production systems. If structured properly, these systems would provide 
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benefits to every member country (for example, offering access to affordable 
medicine and sustainably produced agricultural goods) and ensure that every 
member country had a role to play in its operation through an assigned area of 
specialization. 

Although 1 in an ideal world. each driver would be anchored by a different 
country, in reality, most ALBA members do not yet have the research- 
production-service core capacities necessary to play such a role. However, 
Cuba is well placed to advance regional efforts in health care and basic 
education, and Venezuela is capable of doing the same with energy. ALBA 
countries, as a group, have the ability to make meaningful strides toward the 
achievement of regional food sovereignty. 

The aim of such an effort would hot be the creation of identical systems in 
each country—which would be impossible even if desired—but rather a 
collective effort to ensure that critical goods and services are sustainably 
produced and shared within the ALBA community. For example, in the case 
of health care, structured trade could promote the development and regional 
distribution: of Cuban pharmaceuticals. At the same time, other member 
countries could support the strengthening of the Cuban health system by 
providing Cuba with difficult to obtain inputs, such as lab equipment; 
specialty vehicles, and computer systems and services. Similarly, ALBA 
governments could increase their capital contributions to the ALBA bank and 
direct it to fund the sustainable production of basic food items in member 
countries, transportation networks to distribute them, and state-owned 
marketing outlets in each country to sell them at affordable prices.’” 

While successful national development ultimately depends on’ choices 
made by the citizens of the nation itself, collective projects like the EPU or 
ALBA do have a critical role to play. Complex struggles are under way in 
Bolivia, Cuba, and Venezuela to define and shape a socialist political 
economy appropriate for the twenty-first century. Significantly, the operation 
and evolution of ALBA could prove pivotal in tipping the balance of forces 
toward a favorable outcome. ALBA initiatives, such as the People’s Trade 
Agreement, have the potential to offer these countries an important degree of 
economic assistance and political protection, both of which are absolutely 
necessary to help counter U.S. opposition. Advances in these countnes 
would, in turn, likely have a powerful and positive effect on the direction of 
the ALBA project itself, as well as development in the other member 
countries. 

Economic development is a multifaceted and difficult process. Yet there is 
much we can learn from both the EPU experience and the ALBA project— 
and good reason to be optimistic about the future. 


Notes 
1. Venezuela and Cuba signed the first ALBA exchange agreement in 2004. Bolivia joined In 2006, Nicaragua in 
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2007, Dominica and Honduras in 2008, and Ecuador, St. Vincent and the Grenadines, and Antigua end Barbuda 
in 2008. A United States-supported coup in Honduras installed a right-wing government that withdrew the 
country fram ALBA in 2010. in 2009 the member countries of the Bolivarian Alternative for the Americas 
changed the name of the organization to the Bolivarian Alffance for the Americas. 

For a discussion of ALBA structures and mitiatives, see Martin Hart-Landsbarg, “Leeming from ALBA and the 
Bank of tha South: Challenges and Possibilities,” Monthly Review 81, no. 4 (September 2009}: 1-18. 

Louis Bilbao, “Two Paths in the Face of Capitaiism’s Global Fracture” (translated by Federico Fuentes). LINKS, 
International Joumal of Sociatist Renewal, 2009, http-/iinks.org.au/node/B17. 

EPU membership included Austria, Belgium, Denmark, France, Germany, Greece, Icefand, Ireland, Italy, Luxembourg, 
the Netherlands, Norway, Portugal, Sweden, Switzertand, Trieste, Turkey, and tha United Kingdom, as well as all 
countries and territories that were part of an existing European currency area. 

William Diebold, Trade and Payments in Western Europe: A Study in Economic Cooperation, 1947-51 (New York 
Published for the Council on Foreign Relations by Harper, 1952), 217. 

Fred L. Block, 7he Origins of laternational Econamte Disorder: A Stedy of United States International Monetary 
Policy From World War H to the Present (Berkeley and Los Angales: University of Californie Press, 1977), 237; 
Diebold, 7rade and Payments in Western Europe, 19-20. 

Jacob J. Kaplan and Guenther Schteiminger, The European Payments Union, Financie! Diplomacy in the 1950s 
(Oxford: Clarendon Press, 1889), 31. 

An acu was set equal in value to the gold content of one U.S. doflar. This exchange relationship allowed the BIS 
to create a set of exchange rates between each European currency and the ecu. 

The U.S. government successfully defeated this proposal. U.S. elites opposed it because it threatened the status 
of the U.S. dolar as the leading international currency and would have forced the United States, as a leading 
surplus country, inte significant policy changes. 


. Disbold, Trade and Payments in Western Europe, 173. 


Kaplan and Schleiminger, 7he Earapean Payments Union, 346. 

Randal Hinshaw, “Toward ‘European Convartibility,” Essays a Intemational- Finance, Intemational Finance 
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At this tima, there was Ettie support within Europe for reductions in tariffs. The reason was that, as members 
of the General Agreement on Trade and Tariffs, European countries could not discriminate in thew use of tariffs. 
In other words, if they offered tariff reductions to other OEEC countries, they would have besn forced to extend 
tha same reductions to countries cutside the regton. 

Hinshaw, “Towards European Convartibiity,” 18. 
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NAFTA is the North American Free Trade Agreement. AFTA is tha ASEAN Frea Trade Area. Mercosur is a South 
American free trade agresmant. Neoliberal integration does not require a forme! structure for its operation. For 
example, transnational corporations have created a China-centered, East Asian regional production system. See 
Martin Hart-Landsberg, “The U.S. Economy and China: Capitalism, Class and Crisis,” Monthly Review 81, no. 9 
(February 2010}: 14-31. 


. ALBA governmants have already announced their intention to create a supre-national food enterprise, ALBA 


Almmentos, with the aim of boosting regional technological cooperation and training, rural infrastructure 
investment, and mtograted food distribution. 
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Blood on the Path of Love: The Striking 
Workers of Faisalabad, Pakistan 


Qalandar Bux Memon 


At about 3:00 in the morning, on the day | left for Faisalabad, where | 
was to investigate a strike of two hundred fifty thousand workers demanding a 
17 percent wage increase, I picked up a poetry book by the side table in my 
bedroom and soon landed on a poem by the progressive writer Ali Sardar 
Jafri called the “Robe of Sparks”: 

Who is that 
standing in a robe of Sparks? 
body broken, blood spilling 
from his brains. 
Farhad and Qais passed away 
some times ago; who then ts he 
whom people stone to death? 
There is no beautiful Shireen here, 
-~ no Laila of spring seasons. 
In whose name, then, is this scarlet bed 
of wounds flavouring? 
It is some madman 
stubbornly upholding Truth, | 
unbending to the winds of lies and cunning. 
It is clear, his punishment must be 
Death by stoning! 

(Note: Qais/Majnoon and Laila, Farhad/Kohkun and Shireen are 
personae in Urdu poetry who were martyred on the path of love.) 

J'afn was bom in 1912 in Uttar Pradesh and helped to found the 
Progressive Writers Movement (PWM) in the 1930s. The goals of PWM 
were clear; even dogmatic. The writers fought against British imperialism in 
India and argued against all imperialisms globally: J’afri himself faced jai! for 
writing antiwar poetry during the Second World War. When the Progressives 
investigated British India and later postcolonial India and Pakistan, they 
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found that the core problem lay in the power——and abuse of power—by the 
local bourgeois elite, who were supported by the international bourgeoisie. 

Development and modernity, they argued would not be possible unless the 
workers stood up and fought a class war—in today’s liberal-speak, we can 
politely term this a “fight for nghts.” The role they assigned themselves as writers 
and poets was to champion the cause of the workers and create beauty in society, - 
not just in escapist literature. Toward this end, J’afn joined the Communist Party 
of India and edited its literary magazines Naya Abad (New Literature) and 
Indian Literature. He went around the country supporting workers in their 
struggles and saw firsthand the brutality that bosses meted out to workers seeking 
sustenance. 

Born of these experiences, his poetry abounds with celebratory references 
to the martyrs of working-class struggle. For ]’afri, it is they who are the 
modern-day lovers; they are the modern-day Majnoons and Lailas, Farhads 
and Shireens. Their struggle isn’t for an embrace of the beloved or the 
intoxication of individual pleasures. It is the struggle of a group that is 
disenfranchised; nay, severely exploited, a struggle of lovers for the right to 
live, for a chance to see their children eat healthy and full meals, to pack 
them off to school in the hope that these young ones may not be held to the 
sweating iron of machines as their parents have been. It is the struggle to 
humanize themselves and escape from the clutches of a system to which we 
are all too indifferent—and all too compromised. 

Mian Qayyum, Bawa Lalif Ansan, and Muhammad Rana are three 


such lovers. 


The Majnoon of Spring Seasons 


It was early 2002, in the industrial city of Faisalabad, province of Punjab, 
Qayyum, when Mian Qayyum, after taking his lunch break at the tea shop of 
his frend Malik Nazir, was walking back to his power loom station. 
Suddenly, he heard noises from the neighboring factory and hurned over. 
There, three policemen were beating up a middle-aged worker. The worker, 
already fallen to the ground, was taking fists and kicks from the three police 
officers. Enraged, Mian ran over, threw the police off the worker, and started 
fighting one of the policemen. Seeing this, other workers joined in. The police 
officers, outnumbered, ran off. Mian then returned to work. 

Mian was then twenty-eight and had fathered four children. He recalled, 
“I was worried and sweating, thinking what is going to happen now? | was 
worried for my family. Will I have a job? Are they going to arrest me? My 
clothes were covered in sweat, and that night at home I did not sleep. | was 
worried; each knock or noise alarmed me. What will happen now?” 

The next day came and brought nothing but the drudgery of a usual day. 
Soon, word got around that another Majnoon had awakened with the hunger 
for Laila’s love. Workers began to seek out Mian Qayyum at his lunch break 
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at the tea shop for help. He helped. Offering advice to some, negotiating with 
bosses for others, collecting donations for some, and settling disputes of yet 
others. His boss, frightened by Mian’s growing reputation, laid him off, 
politely. “Take your salary but don’t come to work,” he told him. 
Mian refused the money and embraced dignified unemployment. With 
more time, he had ever more demands on his hands from the factory workers 
of Faisalabad. He kept helping as best he could. Workers began to sit around 
the tea stall and analyze their situation. Why were they so poor, despite 
working in the heat for twelve hours a day? Why were the political parties not 
doing anything for them? And the religious parties—what use would it be if 
they followed them with their message of division and hatred—Sunni against 
Shia? Would this solve their basic problems of hunger, unemployment, bad 
working conditions, and low wages? 

Mian, unable to find work at other power loom factories, began to sell 
biscuits, bread, and sweets house-to-house, riding a bicycle borrowed from 
Malik Nazir. He made about 400 rupees per day, and this kept his house 
going. But the tea stall meetings continued and the questions kept 
developing: What was the law there for? Why didn’t they get their legal 
wages? Why would the bosses refuse to register them with the legal 
authorities so that they could get a pension? Why is it that the police always 
attack them and harm them on the behest of the owners? Weren't the police _ 
meant to protect them too? How could they change things? And what must 
have been their original sin, that they suffered so much misery, while a few 
zamindars [rich landowners] enjoyed the fruits of this bountiful land? What 
could they do to see the workers get legal nghts and protection? How could 
they support each other? 

: While these questions rang in the ears of sixty or so workers who now 
gathered around the tea stall, Mian continued to ride his bicycle to make a 
living, support his family, and lobby for his fellow workers—auntl the answers 
started to arrive: We will fight as a collective for workers rights; we will 
unionize where we can; we will work with all those who want to help better 
the condition of the workers; we will support each other and stay away from 
religious parties that divide us on a superficial basis—worker against 
worker—or political parties that talk of the worker but wallow in riches looted 
from their sweat, from everybody's sweat; we will serve each other and unite; 
we will come together on the basis of what unites us, “that we are workers.” 
Mian returned to the tea stall to find that he had been chosen to be the first 
full-time worker of the newly formed, Labour Qaumi Movement (LQM). 
Sixty workers pooled together contributions to employ Mian, and the teashop 
became their headquarters. 

That was 2003. Today I arrive in Faisalabad on assignment, and Leek 
that the teashop has given way to numerous rented offices ranging from one- 
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room shops to headquarters in a two-story building with about five rooms, a 
kitchen, and a toilet. The workers have established themselves in several areas 
in and around Faisalabad and have elected district leaders for each area. The 
‘main office stands next to Jattan Wala Chouck, Ghulam Mohammed Abad, 
Faisalabad. There is a small banner of the LQM on top of the entrance, and 
in the reception area—a ten-by-ten-foot room with a small television, a table, 


and a desk with newspapers lying around——I am introduced to Bawa Latif 
Ansar. 


Farhad of Jhang 


Bawa Lalif Ansari is famous among workers for his oratory and in 
particular for leading an energizing tarana [a call and response between 
leader and crowd. See below for an example]. He is an entertainer and 
pedagogue, who hosts most of the workers’ rallies for LQM. Bawa is of short 
_ and slim stature, with long black hair carefully combed backwards and a small 
and tim jet-black beard—a look that made more sense to me as our 
conversation developed. 

“I used to be part of Lashkar-e-Taiba. I joined them when I was young.” 
LeT is a'militant Islamist organization, suspected of involvement in the 2008 
Mumbai attacks. It is banned in Pakistan but continues to operate openly in 
many areas. Sipah-e-Sahaba, another extremist organization, he tells me, was 
founded in the Jhang area, which neighbors Faisalabad, and is where he has 
been working with the LOM. He explains, 


They have a strong grip on the people and tell the poor to direct their 
frustration against the Shi’as. The local feudals and zamindars, who are 
extremely rich, are generally Shi'a, while the common bounded laborer is 
Sunni. The hate manifested over years of exploitation can easily be 
directed by these originations against all Shi’as. But many Shi’a are also 
laborers and workers; as are Chnistians. I came across Mian Qayyum and 
the LQM and their analysis made more sense. The religious parties 
wanted me to merely seethe with rage but didn’t tell me how my material 
situation was going to change. What good does it do me to hate someone 
for being a Shi’a or a Sunni or a Christian? They too are poor people 
trying to work and feed their children. What good does it do a worker to 
fight a worker. | didn’t agree with this. 


Bawa believes in Islam, but for him, it is a radical ae of liberation. 
A few hours later, at a workers’ gathering he said, “God is sovereign and god 
asks us to fight for justice. The bosses are nothing; we will not bow to them, 
these pharaohs. What we work we should be paid fairly for.” Lashkar’s loss. 
has been the Labour Quami Movement’s gain. 

This July, Bawa was instrumental in organizing the woke in Jhang 
around two demands. First, that all workers are issued social security cards 
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and second, that they are ‘given a raise of 17 percent, as recommended by the 
Minimum Wage Board, a government committee looking at labor issues. The 
social security. cards give a legal status to workers and allow them to get a 
government pension and access to government-run hospitals and medicines, 
among other benefits. Farooq Tariq, spokesperson of the Labour Party of 
Pakistan, explained’ the background of workers’ status in relation to social 
security cards: . , 


- Only 2.1 million workers out of 45 million Pakistanis in the labor force 
have secured social security cards. That is less than four percent of the 
total workforce. By law, every worker must be issued a social security card, 
however many bosses never ‘register their workforce with the Social 
Security Department. Most factory owners pay for a few workers while the 
rest remain at their mercy. Why Js this so? The answer is that bosses are 
required to pay at least seven barant of each worker’s total wages into the 
social security system. 


Paying 7 percent of each worker’s total wages would; of course, mean less 
profit for the bosses. That is, less money for those shopping trips abroad, less 
money to sustain those vulgar grand palaces in Lahore, Karachi, and 
Islamabad, and the hordes of servants swimming around them (out of 
necessity, . not desire), less money for the Rolex watch and the Chanel 
glasses—to be upgraded on a yearly basis. What of the government and this 
Social Security Department, why doesn’t it register workers? Farooq 
answered, “The Labour Department, responsible for implementing the law, 
enjoys cordial relationship with the bosses. In fact, since 2003, the 
government in Punjab has banned factory inspections by the Labor 
Department, thus giving the owners a free hand.” __ 

That is, the government and the bosses go hand-in-hand; more often than 
not, the bosses are the government. Ayesha Siddiqua, among others, has 
explained that today’s Pakistani elite are incestuously interconnected via 
family relations and marriages with a large patronagé network of squabbling, 
but self-serving, interest groups. [heir rationale is to keep the country and its 
resources for themselves: they negotiate among themselves and take the spoils 
from any sales to the international: elite: In turn, if the intemational elite get a 
good deal, they turn a blind eye to anything and everything, as they did 
during the war against the Soviets in Afghanistan, and as they have in this 
“War on Terror.” Against these latter-day pharaohs stand the conscious and 
spirited workers. 

Led by Bawa and the-LQM, dee organized twenty Mousan workers on 
strike around these demands for social security cards and a raise. For 
seventeen days, workers struck, moving out from strike camps. near main 
roads. Women, children, and male workers stayed together in the camps. 
Entertained by dhol [a large drum], poetry, and the skills of Bawa Latif, they 
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spent the nights and days hungry but determined. On the sixteenth day of the 
strike, they moved the camps around the office of the District Commissioning 
Officer (DCO). The DCO is a bureaucrat charged with local administration, 
and is often the judge, jury, and executioner rolled into one. The strategy paid 
off, and after failed attempts by the police to raze the camps and pressure the 
leadership, the DCO gave in and informed the bosses that the workers had to 
be registered with the Social Security board and issued cards. Bawa smiled as 
he told me of this victory, “We had finally had our day.” 


Blood on the Path of Love 
I—Whom People Stone to Death 


Back at the LQM headquarters, Bawa points to a photo taped to the 
wall. Three middle-aged men, all wearing white shawaral karmeez are shown, 
waist upwards, smiling at the camera. Bawa points to the person to the far 
right in the photo. This, he says, is Mustansar Randhawa, “our fallen hero.” 

Mustansar was a rising star of the LOM and had set up an office in a 
district of Faisalabad that had traditionally been the preserve of gangsters in 
the pay of local factory bosses. These gangsters ensured that the workers 
accepted low wages and their nonregistered labor status. Mustansar came 
from a neighboring village and set to work addressing the needs of local 
workers. He set up a small office on Sargodha Road, the main thoroughfare, 
printed five thousand posters and thousands of leaflets urging workers to — 
contact LQM and the National Trade Union Federation (of which he was 
the Faisalabad president), should they have any labor-related problems. 
Workers began to arrive in droves. 

Maybe this was the reason for his death—or should | say, assassination. In 
daylight at 1:00 in the afternoon, ten people burst into Mustansar’s small 
office, where he was with his brother, listening to a worker who wanted help. 
One of the ten had a Kalashnikov rifle and started to fire. Naseer, 
Mustansar’s younger brother, was shot dead. Mustansar managed to run into 
the second room and. locked the door. It didn’t help. The murderers broke in 
and shot him dead, too. His blood-soaked body sparked days of protests in 
the city. It also hastened a two hundred fifty thousand-strong workers’ strike. 
But no arrests. 

I had heard of the murder of Mustansar before I had set off to visit 
Faisalabad, but now, on hearing Bawa’s narration, I understand something of 
Pakistan that we ought not to forget: the violence of the Taliban is nothing 
compared to the systemic violence that the state and the elite have meted out in 
village after village, in police station after police station—for the poor, innocent, 
or guilty, they are torture stations—in city after city, and factory after factory. 
This daily attack on ordinary Pakistani over sixty years; nay, centuries, does not 
grab headlines in the West or locally, but it is the original violence and root 
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violence—a state violence that is overlooked, if not legitimated and supported, by 
the international bourgeoisie, often today represented by the U.S. government. 


Ti—Rana’s Robe of Sparks 


Leaving the reception area, I ask to be shown around the rest of the 
building, and Bawa leads me upstairs. At the top, I am invited into a 
rectangular room, about forty by twenty feet, with rectangular desks linked 
together and running through the middle of the room. Here, on the tables 
surrounded by standing and seated workers, lies straightened and in visible 
discomfort, Rana Muhammad Tahir. ; 

Rana raises himself to greet me. I sit down on a chair at his side and am 
asked if I would like a drink. Someone is promptly and quietly set out to 
procure tea. Workers arrive in twos and threes every few minutes, and upon 
entering, greet Rana with respect and reverence. He tries to greet them, but 
it is clear he cannot move without incurring a great dea! of pain. To break 
the atmosphere of quiet that a stranger's presence brings, I ask a direct and 
naive question, “So what happened to you?” 

Rana smiles and answers, 


It happened on the 20th of July. It was the eighth day of our strike. I was 

‘ leading a procession of workers in my district, and the bosses had warned 
us not to lead the workers on this procession and that they would make an 
example of us. They organized thugs and amassed lathis [wooden sticks 
used in South Asia as batons] and guns the night before—we didn’t know 
this then. They also put stones on the roofs of the factones and houses on 
our path. Twenty thousand workers were in our peaceful procession. We 
were headed along fine, and then suddenly stones started to fall from 
above. Some people started running away and I turned to them to 
encourage them forward. It was then that thugs with lathis charged us from 
three directions—they sprang up from nowhere. They caught me and 
started hitting me. I was surrounded. The other workers had fallen back. I 
stood strong and continued to ask my fellows to move forward. Then they 
started firing guns from the roofs. More workers ran for cover. The thugs 
told me to run or they would kill me, some had pistols in hand. I told them 
that I had not come to run away—lI was going nowhere. It was then that - 
they lashed onto me with all their might. I don’t remember much. I had’ 
blood pouring from my head, my clothes were drenched in blood and they - 
just kept hitting me. I backed on to a wall and stood there iene the hits . 
until I lost consciousness. 


This continued for nearly ten mjnutes until Rana’s fellows managed to 
avoid the bullets and beat away the thugs. 

Rana showed me his bruised and blood-clotted head wounds, worn as a 
crown on the order of love, and then he moved up his shalwar to show me the 
bruises on his legs. Swollen and blue, purple and black—all over his body. 
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What of the police? Where were they? ' ‘They were there!” Rana grins. He 
continues, “And they started shelling us with tear gas from the other side 
[opposite the hired thugs]. Rather than protecting us, they too started attacking 
the workers, so we were-caught with the police on one side and the thugs on the 
other, with stones falling from above and the ue flying around.” One can 
guess on whose orders the police acted. 

Rana was put on a’ motorcycle, held up by a worker, and led away from 
the shelling, the lathis, and the stones. His spilled blood sparked the streets of 
Faisalabad. 

For twelve hours the workers, embittered and fuming, fought the police 
shelling. Five workers were later. arrested—no thugs or bosses. Rana 
explained the reason for the bosses’ seventy: 


They want to make us feel isolated and fatalistic, they want us to feel 
helpless, they want to scare us in to believing they control our destiny and 
the world, so they shoot us when we demand justice, they beat us and plan 
elaborately so that we don’t made demands. It’s not going to work 
anymore. We stand together now, the workers know what their interest 1s, 
and together we are quite a force. We will change things. We will create 
better conditions for workers. ..for everyone. 


My interview with Rana is interrupted every few minutes as workers, 
always in twos or threes, enter the room. They greet everyone, but in 
particular, they are interested in the health of Rana, and he greets all of them - 
warmly. One worker bids farewell and, in leaving, slides a hundred-rupee 
note into Rana’s hand. After the worker leaves, Rana shows it to me and 
says, “Its the eighth day of our strike. He doesn’t have much in his own 
house, but he is concerned and is aiding me with this—this is the workers’ 
spirit today.” 

The money is to Fep Rana pay medical bills. The spirit is that of 
solidarity, a solidarity that pharaohs cannot break. Three days after the attack 
on Rana, seven thousand or so workers gathered outside his house. Workers ` 
-showered his house with flowers, fruits, and other gifts. There was so much 
that Rana had to redistribute his bounty among his neighbors ‘and family and 
the needy. “There was just so much of it. My house was full: I could have 
opened a fruit shop.” 

Rana is a loom ‘worker. In his thirty-two years, he has found work, 
married, had two daughters and two sons. He started out in a soap factory 
where his aging father had worked all his life as a menial laborer. Rana’s 
talent landed him a clerical position, but his politics got him fired. Alarmed 
by his questioning and will, the bosses ganged together and refused to employ 
him in a clerical position—these jobs, as we know, are best saved for the yes- 
persons. So, Rana joined his father in menial labor, not at a soap factory but 
at a loom factory. 
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I ask him about the workers’ pay and conditions and the reason for their 
strike. Suddenly, all the workers become alert and keen to answer, and Rana 
directs me to Nazir Ahmad, an elderly man who has been sitting quietly on a 
chair in front of me. He answers, “We get around 50-250 rupees per day. It 
depends on your position and work or if you are working night shifts or day 
shifts—night work pays more. We work twelve hours or thirteen hours and 
sometimes if, say, someone misses a shift, then even thirty-six hours.” I ask 
him to explain, and he elaborates, “Well, you see, let’s say I do my twelve 
hours, then the person who is to relieve me does not turn up for whatever 
reason, then I have to do his shift too and then it will be the turn of my shift 
again so I end up doing three shifts, which is thirty-six hours, all without rest.” 
How do you manage that? “With lots of tea but not much food. If you eat too _ 

much, then you cannot work, you feel bloated.” What about holiday pay? 
~ “Nothing,” he replies. If you are injured at work? “Then it’s the will of the 
boss what you get—normally-a few thousand, and that depends on whether 
you get a good boss or not.” 

I have done plenty of surveys of workers to understand the logic: from the 
50-250 rupees per day, you have to subtract the money workers need for food 
(packed lunch, in most cases), tea (10 rupees per cup; four cups would be 
necessary most days), and cigarettes. Then you have to subtract what they 
would spend on clothes they wear to work, and the energy they need to 
regenerate themselves for this work when away from work (let’s not forget that 
after twelve hours a worker is back at his machine for twelve hours, and after 
another twelve hours rest, he is back at his machine for twelve hours). Women 
often come as unwaged free labor with the male wage, as the task of 
regeneration is left to the wives, mothers, and others (generally women) around 
the house, who put effort into getting the male worker in condition to work the 
next day. The wage of the laborer then disappears as quickly as the Land 
Cruiser of the bosses on an empty Lahore road. It just passes by, like an 
illusion. 

So that when the mother is ill and needs medicine—it isn’t there. When 
the worker's hands get caught in the machine and the injury requires rest— 
this must be passed by. When, deep in pregnancy, a wife needs a Caesarean 
operation and the doctor demands fees—the money is already gone. When 
children need food—it’s gone, and don’t even bother thinking about school 
- for the kids. This system is not exploitative, it’s murderous—a grinding, 
gruesome, cruel, sadistic, killer. 

The conversation turns to suicide, as someone mentions the father who killed 
himself and his children in Lahore a few weeks before. He couldn’t feed them and 
couldn’t stand it anymore. Rana becomes imitated and raises himself: “We are 
not like those. We will not commit suicide. We will fight. We will suffer hunger 
but we will fight. Together, we will change things.” All agree. This, then, is the 
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choice the worker is left with: commit suicide or fight for justice and possibly face 
murder, beatings, and hunger. Some will choose suicide and the Lashkars, who 
make things more glamorous. Others will choose political struggle and its 
sacrifices. 

More workers come in and greet everyone. One of them has a wad of cash 
in his hand and goes round the room, asking for contributions. I ask what the 
money is for, and they tell me it’s for a truck they are hiring to go to a protest 
they have organized to support the five workers who were arrested a few days 
back. 


I leave with Rana in a car—he won’t be able to stand in the truck. 


Madmen Stubbornly Upholding Truth 

Workers have came to this demonstration mainly on foot and on bikes, 
with a few on motorbikes, hired trucks, and one car. The rally is taking place 
in a school field. Police surround the perimeters. The stage is a few school 
~- tables pushed together and covered with carpet. On the mike, Bawa is already 
busy. He announces Rana’s arrival, and the five thousand or so who are 
already here stand up to clap and cheer him into the ground. They shout, 
“Mazdoor Ihtjaj Zindabad!” (“Long live the workers’ movement”), and they 
applaud frantically. Bawa moves on to this tarana: 


Bawa: Atta mehnga (wheat is expensive) 
Crowd: hay hay (a verbal way of sighing) 
Bawa: Bili mehngi (electricity is expensive) 
Crowd: hay hay 
Bawa: Roti mengi (roti is expensive) ` 
Crowd: hay hay 
Bawa: Chini mehngi (sugar is expensive) 
Crowd: hay hay 
Bawa: Zara zor se bolo (say it mea 
Crowd: hay hay 
Bawa: Siasatdan saray chor (all politicians are corrupt) 
Crowd: hay hay 
Bawa: Nagli degria'n (with fake degrees) 
Crowd: hay hay 
Bawa: Zara zor se bolo (say it louder) 
Crowd: hay hay 

` ‘Bawa: Alta mehnga 
Crowd: Tay hay 
Bawa: Byli Mehngi 
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Crowd: hay hay 
Bawa: Roti Mehngi 
Crowd: hay hay 
Bawa: Zara ahista bolo (say it softly) 
Crowd: hay hay 
Bawa: Atta mehnga 
Crowd: hay hay 
Bawa: Bijli Mehngi 
Crowd: hay hay 
Bawa: Roti mehngi 
Crowd: hay hay 
Bawa and Rana are the main speakers. Bawa narrates the struggle of © 
Jhang and encourages the workers to hold firm. This is the eighth day of their 
strike, and he tells them that victory is in sight—struggle, he says, will prevail. 
Rana is led up to the mike by two aides and supported throughout his short 


speech. [he crowd tells him not to speak, as he is clearly in pain, but he 
carries on. 


We will not commit suicide as they did in Lahore, we will struggle. We 
are not made of that stuff. We know the workers’ condition. We know the 
hardships we suffer. We know what it is like to go home and find empty 
boxes where there should be atta and sugar and rice. We know the look of 
our children as we put them to bed still bleeding with hunger. It’s our 
situation, but we will not commit suicide. We will fight. 


The crowd, roused to tears and anger, launches into slogans and more 
clapping: “Mazdoor ehtijaj zindabad!” Rana continues, “We will fight, let 
them break our legs, let them rain stones on our hearts, let them shoot us, we 
will fight. We will fight as one, worker and worker. Mazdoor ehtyaj 
zindabad.” His last words ring all around as he leaves the stage. Frail, beaten 
up, stoned, but fighting. 


Postscript 


Two days after my trip, and on the tenth day of the Faisalabad workers’ 
strike, I walked to Mall Road and the Canal from my house in Lahore and, 
in the bitter heat of the afternoon, got in a rickshaw to the Punjab Assembly. 
There, in front of the Assembly but outside its perimeters, [ was to join 
workers and activists at a camp that had been set up to bring the Faisalabad 
strike to the attention of the political lords in Lahore. 

I saw workers rejoicing as | approached. The bosses had given in, had to 
give in. The government had judged in the workers’ favor and told the bosses 
to grant all two hundred fifty thousand workers a 17 percent raise. They had 
released the five arrested workers. I did the math: two hundred fifty thousand 
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people each had a raise of 17 percent. If we assume they are each now getting 
at least the minimum wage of 7,000 rupees, then it would mean 1,190 rupees 
per worker (per family). more per month. The average family in Pakistan ts 
estimated to consist of around 7.5 persons. Given this, the workers’ victory 
. would positively affect nearly 1,875,000 people. 

The statistics do not tell us of the spirit of that moment. That too is 
important. As I jumped into a rickshaw—enlivened by the victory in 
Faisalabad—and headed to Anarkali, I began to think of J’afri and his _ 
lifelong struggle in politics and his poetry. 

I began reading Jafri in the monsoon of 2007 while lingering in Karachi, 
ul in bed. I had found his collected works at a local shop in Clifton, and over 
the next three days, read this 300-page book front to back and back to front, 
and then once more front to back and back to front. Hard up for reading 
matter, I didn’t really think much of his poems. One or two struck a chord, 
but compared to Faiz I thought him terse and dogmatic and, at the same time, 
overly dense with references and symbols. Since his rhymes were also lost in 
translation—Urdu to English—I thought maybe the translations let him 
down. 

Now, a few years on, I understand him Beier Jafri wrote for those 
struggling to create a more just society. Those who challenged the cruel status 
quo and who took pains to remove the granite block tossed on the neck of 
most Pakistanis by ruling elites and to carve into it some shape of justice. J'afri 
is better read with workers in the factories, among the struggles of working ` 
families in the fields, and above all with those lovers like Muhammad Rana, 
Mian Qayyum, Bawa Latf, and the workers of Faisalabad, whose blood is 
on the Gi of love. 
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The Loneliness of the Long-Distance 
Test Scorer 


Dan DiMaggio 


Standardized testing has become central to education policy in the United 
States. After dramatically expanding in the wake of the No Child Left 
Behind Act, testing has been further enshrined by the Obama 
administration's $3.4 billion “Race to the Top” grants. Given the ongoing 
debate over these policies, it might be useful to hear about the experiences of a 
hidden sector of the education workforce: those of us who make our living 
scoring these tests. Our viewpoint: is instructive,.as it reveals the many 
contradictions and absurdities built into a test-scoring system run by for-profit - 
companies and beholden to school administrators and government officials 
with a stake in producing inflated numbers. Our experiences also provide 
insight into how the testing mania is stunting the development of millions of 
young minds. 

I recently spent four mente working for two test-scoring companies, scoring 
tens of thousands of papers, while routinely clocking up to seventy hours a week. 
‘This was my third straight year doing this job. While the reality of life as a test 
scorer has recently been chronicled by Todd Farley in his book Making the 
Grades: My Misadventures in the Standardized Testing Industry, a scathing 
insider's account of his fourteen years in the industry, I want to tell my story to 
affirm .that Farley's indictment is rooted in experiences common throughout the 
test-scoring world.! 

“Wait, someone scores standardized tests? I thought those were all done by 
machines.” This is usually the first response I get when I tell people I’ve been - 
eking out a living as a test-scoring temp. The companies responsible for scoring 
standardized tests have not yet figured out a way to electronically process the 
. varied handwriting and creative flourishes of millions of third to twelfth graders. 
Nor, to my knowledge, have they begun to outsource this work to India. Instead, 
every year, the written-response portions of innumerable standardized tests given 
across the country are scored by human beings—tens of thousands of us, a 
veritable army of temporary workers. 

I often wonder who students (or teachers and parents, for that matter) 
picture scoring their papers. When | was a student, I envisioned my tests 
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being graded by qualified teachers in another part of the country, who taught 
the grade level and subject corresponding to the tests. This idea, it turns out, 
is as much a fantasy as imagining all the tests are being scored by machines. 

Test scoring is a huge business, dominated by a few multinational 
corporations, which arrange the work in order to extract maximum profit. | 
was shocked when I found out that Pearson, the first company I worked for, 
also owned the Financial. Times, The Economist, Penguin Books, and leading 
textbook publisher Prentice Hall. The CEO of Pearson, Marjorie Scardino, 
ranked seventeenth on the Forbes list of the one hundred most powertul 
women in the world in 2007. 

Test-scoring companies make their money by hiring a temporary workforce 
each spring, people willing to work for low wages (generally $11 to $13 an hour), 
no benefits, and no hope of long-term employment—not exactly the most 
attractive conditions for trained and licensed educators. So all it takes to become a 
test scorer is a bachelor’s degree, a lack of a steady job, and a willingness to throw 
independent thinking out the window and follow the absurd and ever-changing 
guidelines set by the test-scorng companies. Some of us scorers are retired 
teachers, but most are former office workers, former security guards, or former 
holders of any of the diverse array of jobs previously done by the currently 
unemployed. When I began working in test scoring three years ago, my first “team 
leader” was qualified to supervise, not because of his credentials in the field of 
education, but because he had been a low-level manager at a local Target. 

In the test-scoring centers in which I have worked, located in downtown St. 
Paul and a Minneapolis suburb, the workforce has been overwhelmingly white— 
upwards of 90 percent. Meanwhile, in many of the school districts for which these 
scores matter the most—where officials will determine whether schools will be shut 
down, or kids will be held back, or teachers fired—the vast majority are students 
of color. As of 2005, 80 percent of students in the nation’s twenty largest school 
districts were youth of color. The idea that these cultural barners do not matter, 
since we are supposed to be grading all students by the same standard, seems far- 
fetched, to say the least. Perhaps it would be better to outsource the jobs to India, 
where the cultural gap might, m some ways, be smaller. 

Many test scorers have been doing this job for years—-sometimes a decade 
or more. Yet these are the ultimate in temporary, seasonal jobs. The Human 
Resources people who interview and hire you are temps, as are most of the 
supervisors. In one test-scoring center, even the office space and computers 
were leased temporarily. Whenever I complained about these things, some 
coworker would inevitably say, “Hey, it beats working at Subway or 
McDonald’s.” 

True, but does it inspire confidence to know that, for the people scoring 
the tests at the center of this nation’s education policy, the alternative is 
working in fast food? Or to know that, because of our low wages and lack of 
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benefits, many test scorers have to work two jobs—delivering newspapers in 
the morning, hustling off to cashier or waitress at night, or, if you're me (and 
plenty of others like me) heading home to start a second shift of test scoring 
for another company? ` 

Company communications with test-scoring employees often feel like they have 
been lifted from a Kafka novel. Scorers working from home almost never talk to 
an actual human being. Pearson sends all its communications to home scorers via 
e-mail, now supplemented by automated phone calls telling you to check your 
inbox. After the start of a project, even these e-mails cease, and scorers are forced ; 
to check the project homepage on their own initiative to find out any important, 
changes. Remarkably, for a company entrusted with assessing students’ . 
educational performance, messages from Pearson contain a disturbing number of 
misspellings, incorrect dates, typos, and missing information. Pearson’s online — 
video orientation, for example, warns scorers that they may face “civil lawshits” 
from sexual harassment. Error-free communications are rare. I was considering 
whether this was a fair assessment, when | received a message from Pearson with 
the subject “Pearson Fall 2010.” The link in the e-mail took me to a survey to 
find out my availability—for the spring of 201 1: 

Communications at scoring centers are hardly better. For example, test- 
scoring jobs never have a guaranteed end date. If you ask a supervisor when a 
job is going to be completed, you will get a puzzling response that “we don’t 
know how many papers are in the system, so we can’t say when we'll be 
done.” This response persists, even though -it’s pretty easy to calculate how 
many fifth graders there are in Pennsylvania and how long it will take to grade 
their papers, given our scoring rate. If we are lucky, we get twenty-four-hours 
notice before being told that a project is about to end and we should seek 
other work. Two hours notice is more common. In general, scorers are given 
no information beyond what is absolutely necessary to do the job. 

What is the work itself like? In test-scoring centers, dozens: of scorers sit in 
rows, staring at computer screens where students’ papers appear (after the papers 
have undergone some mysterious scanning process). I imagine that most students 
think their papers are being graded as if they are the most important thing in the 
world. Yet every day, each scorer is expected to read hundreds of papers. So for 
all the months of preparation and the dozens of hours of class time spent writing 
practice essays, a student’s writing probably will be processed and scored in _ 
about a minute. 

Scoring is particularly rushed when scorers are paid by piece-rate, as is the 
case when you are scoring from home, where a growing part of the industry's 
work is done. At 30 to 70 cents per paper, depending on the test, the incentive, 
especially for a home worker, is to score as quickly as possible in order to earn 


any money: at 30 cents per paper, you have to score forty papers an hour to 
make $12 an hour, and test scoring requires a lot of mental breaks. Presumably, 
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the score-from-home model 1 is more profitable for testing companies than setting 
up an office, especially since it avoids the prospect of overtime pay, the bane of 
existence for companies operating on tght deadlines: But overtime pay is a gift 
from heaven for impoverished test scorers; on one project, | worked in an office 
for twenty-three days straight, including numerous nine-hour days operating on 
four to five hours sleep—such was my excitement about overtime. 

Yet scoring from home also brings with it an entirely new level of 
alienation. You may work on a month-long project without ever speaking. to 
another human being, never mind seeing the children who actually wrote the 
papers. If you do speak to another person, it’s at your own expense, since 
calling the supervisors at the test-scoring center takes time, and might cut into 
the precious moments you spend scoring (especially when you have to wait 
fifteen minutes for someone to answer, as happens routinely on some 
projects). 

The piece-rate system also leads to some sinister math; I have often 
wondered how much money I lose for every trip to the bathroom, and debated 
taking my laptop there with me. And since you are only guaranteed 
employment until the papers run out, you are in a race against all your 
_ phantom coworkers to score as many papers as you can, as fast as possible. . 
This cannot be good for quality, but as long as the statistics match up and the 
project finishes on time, the companies are happy. | did receive some 
automated warnings from Pearson that I was scoring too fast, while 
simultaneously receiving messages on the Pearson website to the effect that, 
“We're way behind! Log in as many hours as you can and score as much as 
~ possible!” 

No matter at what pace scorers work, however, tests are not always scored 
with the utmost attentiveness. The work is mind numbing, so scorers have to 
invent ways to entertain themselves. The most common method seems to be 
staring blankly at the wall or into space for minutes at a time. But at work this 
year, I discovered that.no one would notice if I just read news articles while 
scoring tests. So every night, while scoring from home, I would surf the Internet 
and cut and paste loads of articles—reports on Indian Maoists, scientific 
speculation on whether, animals can be gay, critiques of standardized testing— 
into what typically came to be an eighty-page, single-spaced Word document. 
Then I would print it out and read it the next day while I was working at the 
scoring center. This was the only way to avoid going insane. | still managed to 
score at the average rate for the room. and perform according to “quality” 
standards. While scoring from home, | routinely carry on three or four intense 
conversations on Gchat. This is the reality of test scoring. 

‘There is a common. fantasy that test scorers have some control over the grades 
` they are giving. I laugh!whenever someone tells me, “Make sure you go easy and 
give the kids good grades!” We are entirely beholden to and constrained by the 
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standards set by the states and Gis enforced by the test-scoring 
companies. To ensure that test scorers are administering the “correct” score, we 
receive several hours of training per test, and are monitored through varying 
quality control measures, such as random “validity” papers that are pre-scored 
and that we must score correctly. This all seems logical and necessary to ensure 
impartiality—these are, after all, “standardized” tests. Unfortunately, after - 
scoring tests for at least five states over the past three years, the only truly 
standardized elements I have found are a mystifying training process, supervisors 
who. are often more confused than the scorers themselves, and a pervasive 
mability of these tests to foster creativity and competent writing. 

Scorers often emerge from training more confused: than when they started. 
_ Usually, within a day or two, when the scores we are giving are inevitably too low 
(as we attempt to follow. the standards laid out in training), we are told to start 
giving higher scores, or, in the enigmatic language of scoring directors, to “learn 
to see more papers as a 4.” For some mysterious reason, unbeknownst to test 
scorers, the scores we are giving are supposed to closely match those given in 
previous years. So if 40 percent of papers received 3s the previous year (on a 
scale of | to 6), then a similar percentage should receive 3s this year. Lest you 
think this is an isolated experience, Farley cites similar stories from his fourteen- 
year test-scoring career in his book, reporting instances where project managers 
announced that scoring would have to be changed because “our numbers don’t 
match up with what the psychometricians [the stats people] predicted.” Farley 
reports the disbelief of one employee that the stats people “know what the scores 
will be without reading the essays.” 

I also question how these scores can possibly measure whether students or 
schools are improving. Are we just trying to match the scores from last year, or are 
we part of an elaborate game of “juking the stats,” as it’s called on HBO's The 
Wire, when agents alter statistics to please superiors? For these companies, the 
ultimate goal is to present acceptable numbers to the state education departments 
as quickly as possible, beating their deadlines (there are, we are told, $1 million 
fines if they miss a deadline). Proving their reliability so they will continue to get 
more contracts. 

As Farley wntes, “Too often in my career the test results we returned had to 
be viewed not as exemplars of cducational progress, but rather as numbers 
produced in a mad rush to get things done, statistics best viewed solely through 
the prism of profit”? It seems to me that what the companies would tell us, if 
they were honest, would be something like, “Hey guys, your scoring doesn’t 
really matter. We just want to give the same scores as last year, so that there's no 
controversy with the state and we get more contracts and make more profits—so 
no matter what you learned in training, just try to forget it.” States and local 
governments, meanwhile, play their own version of this game, because it looks 
good for them when politicians can claim that test scores are  going.up. À Uai 
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the recent controversy in New York City, where the percentage of students 
passing the math exam rose from 57 percent in 2006 to 82 percent in 2009, 
before plummeting back down to 54 percent in 2010 (along with a 43 percent 
passing rate in English) after the standards were reviewed.‘ 

As test scorers, we never know what the numbers we are assigning to 
papers mean, or where we fit in this elaborate game. We are only responsible 
for assigning one score, on one small part of a test, and we do not even know 
whether the score we assign is passing or failing—that information is never 
divulged in training. We never hear how the students fared. Whether Marissa 
will be prevented from going to seventh grade with her frends because one of 
us, before our first cup of coffee kicked in, decided that her paper was “a little 
more like a 3 than a 4,” we will never know. Whether Marissa’s school will be 
closed or her teachers fired (to be reborn as test scorers next spring?) remain 
mysteries to the test scorers. And yet these scores can be of life-and-death 
importance, as seen in the recent suicide of beloved Los Angeles middle 
school teacher Rigoberto Ruelas, Jr. Upon learning that he ranked as “less 
effective” on the LA Times teacher performance rating scale—based solely on 
test scores—Ruelas took his own life.’ l 

Even if the scoring were a more exact science, this would in no way make 
up for the atrocious effect on creativity wrought by the mania for standardized 
testing. This impact has now been documented. According to one study, 
creativity among U.S. children has been in decline since 1990, with a 
particularly severe drop among those currently between kindergarten and sixth 
grade.°. | 

While test scorers and students might be separated by age, geography, race, 
and culture, we share one bond: standardized testing puts us to sleep. In the face 
of the crushing monotony of the hundreds of rote responses fostered by these tests, 
scorers are left to fight their own individual battles to stay awake. In any test- 
` scoring center, by far the most essential job is done by the person whose sole 
responsibility consists of making coffee for hundreds of workers, many of whom 
will consume four to six cups a day to survive. In'my mind, | see a hideous 
symmetry between test scorers’ desperate attempts to avoid dozing off, and the 
sleepy, zombie-like faces of the students as they prepare for and take these tests. 

Of course, these students only exist in my imagination. Just as test scorers 
are never allowed to know the effects of our scores on students, we never get a 
chance to meet them, to see how they have developed as writers, thinkers, or 
human beings, or to know what life in their communities or families is like. All 
we see is a paper on a screen. And after reading hundreds of monotonous 
papers each day, it’s. not uncommon to start to feel a bitter distaste for the 
undoubtedly beautiful youth of America and the seeming poverty of their 
creative thought. 


I remember reading, for twenty-three straight days, the responses of thousands 
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of middle-schoolers to the question, “What is a goal of yours in life?” A plurality 
devoted several paragraphs to explain that their life’s goal wasto talk less in class, 
listen to their teacher, and stop fooling around so much. It’s asking too much to 
hope for great literature on a standardized test. But, given that this is the process 
through which so many students are learning to write and to think, one would 
hope for more. These rote responses, in themselves, are a testament to the failure 
of our education system, its failure to actually connect with kids’ lives, to help them 
develop their humanity and their critical thinking skills, to do more than discipline 
them and prepare them to be obedient workers—or troops. 

While we test scorers might be prone to blame these children for the 
monotony of their thoughts, it’s not their fault that their imaginations and 
inspirations are being sucked out of them. No points are given for creativity on 
these tests, although some scorers have told me that, until recently, a number 
of states did factor creativity into their scores. Ironically, scorers are often 
delighted to see papers that show individuality and speak in their own voice, 
and often reward them with higher scores, though, judging by the papers I’ve 
read, it appears as if students often explicitly are told not to be creative. Yet 
even if creativity were considered, it would not likely do much to change the 
overall character of the writing—-and education—engendered by an emphasis 
on standardized testing. As Einstein put it, “It is a miracle that cunosity 
survives formal education.” 

An entire education policy that thrives on repetition, monotony, and 
discipline is being enacted, stunting creativity and curiosity under the guise of 
the false idol of accountability. What is more, this policy has a differential 
impact, depending on students’ race and class. As Jonathan Kozol explains, 


In most suburban schools, teachers know their kids dre going to pass the 
required tests anyway—so No Child Left Behind is an imitant in a good 
school system, but it doesn’t distort the curriculum. It doesn’t transform 
the nature of the school day. But in inner-city schools, testing anxiety not 
only consumes about a third of the year, but it also requires every minute 
of the school day in many of these inner-city schools to be directed to a 
specifically stated test-related skill. Very little art is allowed into these 
classrooms. Little social studies, really none of the humanities.’ 


Seeing the results of this. process is demoralizing to test scorers, and you 
can feel it in the scoring centers. Even though you can move about freely, use 
the bathroom when you need, and talk to one another, the room I was in this 
spring was almost always scmpletely silent. On every project, as the weeks go 
by, the health of many scorers deteriorates, making me curious as to whether 
the relentless, soul-crushing monotony of the papers has an actual physical 
impact on those forced to read them. 

To be fair, these papers aren’t a total wash. There is often wisdom i in 
them, even on standardized tests. The chasm between rich and poor is at 
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times felt in-the writing itself, as some students come from unimaginable 
privilege, while many more endure heartbreaking experiences in foster homes. 
The papers are also a testament to the persistence of racism, describing 
teenagers kicked out of stores or denied service or jobs because of the color of 
their skin. And it would be wrong to think of test scorers as a down-and-out 
bunch—many of us do this job 1 in order to avoid having to get other ones that 
would keep us from our creative endeavors, or from traveling or pursuing other 
life-enriching possibilities. A number of test scorers ['ve met over the past 
three years are authors, artists, photographers, or independent scholars, and 
_it’s common to see postings for book releases and other events featuring the 
work of test scorers on bulletin boards in the break room. 

In the error-filled Pearson training video, Marjone Scardino says, “Most of 
- ‘the people who work at Pearson work with a passion and an intensity, because 

ey think know are doing something important.” But I’ve never gotten the sense 
ae my coworkers that they “think know” what they're doing 1s helping kids or 
the education process. If the Obama administration asked test scorers whether 
the solution. to this country’s education system. would be more standardized 
testing, I think most of them would laugh. I’ve never gotten the sense from my 
coworkers that they feel that what they're doing is helping kids or the education 
process. Unfortunately, the joke is on us, as the Obama administration pushes 
for even more high-stakes standardized testing. I -didn’t know whether to laugh or 
cry back in Apni, when all workers at my test-scoring center were asked to fill out 
a form allowing the company we were working for to get a tax break for hiring us. 
This tax break came via the Obama administration’s HIRE Act, which was 
supposed to provide subsidies for companies “creating jobs.” Never mind that we 
were all going to be hired anyway, because this is seasonal employment. Or that 
this money was subsidizing temporary jobs with no health care and no hope for 
transitioning into long-term employment—jobs which, in a better world, would 
not exist. 

While these companies brazenly collect what can only be described as 
corporate welfare checks, hundreds of thousands of teachers are being laid off, 
as governments cut funding to education. Maybe next year, some of them will 
get paid $12 an hour (or $10, if they flood the market) to score tests taken by 
students stuffed into even bigger classes, and help “impartially” decide which 
schools will be shut down, and which of their colleagues will be laid off. 
Equally bad, the fanaticism surrounding accountability via testing, which 
claims it will result in higher-quality teachers, is doing nothing of the sort. 
Referring to the test-intensive No Child Left Behind Act, Kozol says, “By 
measuring the success of teachers almost exclusively by the test scores of their 
pupils, it has rewarded the most robotic teachers, and it’s driving out precisely | 
those contagiously exciting teachers who are capable of critical thinking who 
urban districts have tried so hard to recruit. ”’ 

As a friend of mine was saying his goodbyes to the coworkers in his room at . 
the end of this year’s scoring season, his seventy-year-old supervisor, a veteran test- 
scoring warrior, uttered the words I imagine many test scorers hope to hear: “I 
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hope I never see you here again.” This is a measure of the cynicism with which 
many test scorers approach the industry, recognizing that it is fundamentally a 
game, which too many people are forced to play—but “hey, it beats working at 
McDonald’s or Subway!” Yet amid all the hopes of escaping the industry, these 
test-scoring companies are successfully expanding and are now hoping to get their 
hands on billions in “school tumaround” money handed out by the Obama 
administration and state governments. Pearson, for example, has’ “formed the K- 
12 Solutions Group, and...is seeking school-turnaround contracts in at least eight 
states... [claiming it] could draw on its testing, technology and other products to 
carry out a coherent school-improvement effort.” . 

The big test-scoring companies will undoubtedly be called on to furnish 
their supposed “expertise” in developing and scoring the new generation of 
more complex tests envisioned by Secretary of Education Ame Duncan. The 
Obama administration just gave two groups of states $330 million in grants to 
develop these new national tests,. with the stated aim of assessing more critical 
thinking skills and providing better feedback to students and teachers. But 
rather than addressing the problems outlined above, it seems more likely that 
this move will only transfer the absurdities in current state tests to a national 
level, with the danger that they will take on an even greater legitimacy. In fact, 
given that Duncan’s proposal involves even more tests, it 1s likely to make 
matters worse. ) 

If scoring is any indication, everyone should be wormed about the logic of 
putting more of our education system in the hands of these for-profit 
companies, which would love to grow even deeper roots for the 
commodification of students’ minds. Why would people in their nght minds 
want to leave educational assessment in the hands of poorly trained, 
overworked, low-paid temps, working for companies interested only in 
cranking out acceptable numbers and improving their bottom line? Though 
the odds might seem slim, our collective goal, as students, teachers, parents— 
and even test scorers—should be to liberate education from this farcical 
numbers game. 
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Two Letters on 
Monopoly Capital Theory 


Paul A. Baran and Paul M. Sweezy 


Paul Baran and Paul Sweezy’s voluminous correspondence in the 1950s 
and early 1960s ranks as one of the crucial exchanges of letters. between 
Marxist political economists in the second half of the twentieth century, and, 
indeed, in the entire history of Marxist thought. At the time, Sweezy was living 
in New Hampshire and New York, and editing Monthly Review (started in 
1949), while Baran was in California, where he was from 1949 on a 
professor of economics at Stanford University. During most of this period they 
were actively working on the ideas for what they initially referred to.as their 
“opus,” which was published by Monthly Review Press in 1966 as Monopoly 
Capital: An Essay on the American Economic and Social Order. This work built 
on the analysis already introduced in Baran’s The Political Economy of Growth 
(Monthly Review Press, 1957). Only a few letters in their. extensive 
_ correspondence have been published so far. A number of extracts were included 
(mostly emphasizing Baran’s personality) in the memorial issue to Baran in 
the March 1965 issue of Monthly Review, and four more letters of a more 
substantial nature were published in full in the memorial issue to Sweezy in 
October 2004. We have thus chosen to publish two additional letters here in 
recognition of the joint centennial of the births of the two Pauls: Paul Baran 
(1910-1964) and Paul Sweezy (1910-2004). ; 

The first letter is by Baran on the concept of economic surplus, the central 
analytical category of both The Political Economy of Growth and Monopoly 
Capital. [t has long been argued by more traditionalist Marxian critics that, in 
adopting the concept of economic surplus, Baran and Sweezy were abandoning 
Marxian value analysis.’ This letter makes clear that Baran viewed the new 
concept as crucial to going “beyond Marx” in order to address the somewhat 
different realities of monopoly capitalism. In classical Marxism, total surplus 
value was seen as essentially equal to profits + interest + rent, and based on 


1 On this debate, see John Bellamy Foster, The Theory of Monopoly Capitalism (New 
York: Monthly Review Press, 1986) and Henryk Szlajfer, “Economic Surplus and Surplus 
Value Under Monopoly Capitalism,” in John Bellamy Foster and Henryk Szlajfer, eds., The 
Faltering Economy: The Problem of Accumulation under Monopoly Capitalism (New York: 
Monthly Review Press, 1984), 262-93. 
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the crucial assumption that production costs were socially necessary costs. 
Although such an approach made sense for competitive capitalism, Baran’s 
letter argued that this. had broken down under a system of monopoly capital, in 
which all sorts of unnecessary costs were integrated into the system, and the 
total social accumulation fund (potential as well as actual) had its statistical 
trace in various forms of hidden profits, waste, and underemployment. This 
growing irrationality was dramatized by the interpenetration of the sales effort 
with the production process. For this reason, the economic surplus category was 
a useful supplement to the traditional surplus value calculus, not only pointing 
to the real magnitude of the surplus product of monopoly capitalist economy 
(hidden in waste, business overhead, etc.), but also the extent to which it had 
departed from the requirements of a rational social order. Today, in a period 
when we are face to face, not just with the gigantic sales effort, but also with the 
vast financialization of the monopoly capitalist economy—which has now 
taken the form of global monopoly-finance capital—these criticisms are even 
more salient. Moreover, no one who is concerned with the current planetary 
ecological emergency can afford to ignore the waste built into the very structure of 
monopoly capitalist production. l 

The second letter by Paul Sweezy addresses John Maynard Keynes’s 
historic critique of Say’s Law, the import of which, Sweezy argued, was that it 
led to the issue of stagnation (or unemployment “equilibrium”), the emphasis 
on which was Keynes’s main achievement. Yet Keynes was not able to provide 
a real explanation for the phenomenon, due to his refusal to break with 
neoclassical orthodoxy, and his neglect of monopoly (oligopoly). Without 
incorporating the role of monopoly power in particular, Sweezy insisted, there 
was no way to explain why the economy seemed to enter a path of “creeping 
stagnation,” in which both a full slump on the downside and a full recovery on 
the upside were equally closed off. These arguments were later to be developed 
by Baran and Sweezy (especially under the influence of the work of Michal 
Kalecki) in Monopoly Capital. In later years, Sweezy was again and again to 
return to Keynes, particularly in attempting to understand the interrelationship 
between stagnation and financialization.* But the basic critique of Keynes for 
failing to weave imperfect competition into his macro analysis—a major 
shortcoming in his theory of accumulation—marked for Sweezy a distinct 
failure of The General Theory. 

The following letters have been minimally copyedited for readability, 


2 For an empirical approach to the economic surplus concept, see Michael Dawson and 
John Bellamy Foster, “The Tendency of Surplus to Rise, 1963-1988,” in John B. Davis, ed., 
The Economic Surplus in the Advanced Economies (Brookfield, Vermont: Edward Elgar, 
1992), 42-70. ` 

3 On Keynes and Sweezy on financialization, see John Bellamy Foster, “The 
Financialization of Accumulation,” Monthly Review 62, no. 5 (October 2010): 1-17. 
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including translation of some non-English phrases. Square brackets are used to 
indicate editorial inserts. A few opening and closing lines of the letters have been 
excluded as non-pertinent. 


—JOHN BELLAMY FOSTER 


Paul Baran to Paul Sweezy, May 2, 1960 


Palo Alto, California 

You are busy now with other things and probably do not feel like 
pondering the dreck ] am concerned with, but I want to communicate it to you 
anyway because (a) something may occur to you, and (b) of a need for self- 
understanding. What is at issue is the following: the opus [Monopoly Capital] 
- hinges—in my opinion—nof on statistical measurements, and not even on a 
big display of factual information. What it does hinge on, however, is what 
you have called “vision” combined with conceptual clarity. I think we have the 
former but I am having a dog’s time now with the latter. 

The difficulty is essentially to define properly the notion of the economic 
surplus for the purposes of our discussion. Engels remarked that Marx's 
greatest achievement was to uncover surplus value underneath all the different 
income streams that were considered more or less autonomous by Smith, 
Ricardo and others: interest on capital, ground rent, much of mercantle 
revenues and, naturally profits sans phrase [putting it bluntly]. What we are 
really trying to do is precisely the same. We want to show that the sum total of 
profits, interest, rents + (and this is crucial!) swollen costs of distnbution + 
advertising expenses + PR + legal departments + fins and chrome + faux 
frais {incidental operating expenditures] of product variation and model 
changes = economic surplus, and that this economic surplus increases both in 
absolute and relative terms under monopoly capitalism. It is important to 
understand that our economic surplus is not. the same as surplus value of 
Marx’s but a much more comprehensive and much more complex term. 

Indeed, I am somewhat exhilarated by the thought that we may actually have 
in our hands something that is an important contribution to thought beyond 
Marx. For what I have been thinking about is that under competition economic 
surplus is essentially identical with surplus value. If you have a universe of 
output consisting of more or less “sensible” commodities (where need and want 
more or less converge) and if you have a competitive mill in which costs are 
being held down to socially necessary levels with what is socially necessary 
determined by the state of development of productive resources then surplus 
value is the difference between the net value of output (net that is of 
depreciation which is in turn sensibly calculated) and the aggregate wage bill. 
Note well, this rests on the assumption of socially necessary costs being 
maintained. With soctally necessary determined really by the “state of the arts” 
it is quite permissible to deduct the entire wages + salaries bill from the 
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aggregate value of output in order to arrive at surplus value (with due allowance 
for constant capital). Out of that surplus value the capitalist gets his profits, the 
banker his percentage, the landlords their rents, and the merchants (part of) 
their commercial gains. (The other part constituting productive services comes 
out of the costs proper and still another part based on milking v [variable capital 
or wage] recipients is “profit by alienation” and constitutes a net addendum to 
surplus value.) 

So far so good for competition. But when we get to monopoly capital the 
whole thing shifts and economic surplus is no longer even approximately 
identical with surplus value but very much larger!!! Simply because with 
aggregate output no longer consisting of a heap of “sensible” commodities but 
of an agglomeration of commodities a large part of which is due to the sales 
effort—the notion of socially -necessary cost of its production gets a new 
meaning. Ít is no longer socially necessary in terms of prevailing productivity 
+ technology, it is socially necessary in terms of the modus operandi of the big 
business economy. The surplus value concept would give you wrong or rather 
irrelevant measurements. For if you take the value of aggregate output and 
deduct from it aggregate v [the wage bill], (with due allowance for constant 
capital which is incidentally now much more difficult to make), you get 
surplus value alright but, this is only a part of the economic surplus. This 
would even be true if sou were to draconically confine your v to those engaged 
in production proper. Since the production process proper under monopoly 
capital is inherently corroded by the sales ‘effort the distinction between costs of 
production and costs of distribution (still meaningful in Marx’s competitive 
universe!) becomes extremely hazy: The advertiser is in costs of distnbution 
alright; what about the construction engineer who devises the new car model 
' for sales reasons and the worker who retools the joint to produce it? The 
Charlie Van Dorens are costs of distribution boys and partake of the surplus 
value but what about the blue collar type who with socially necessary skill 
produces ‘the booklet conveying the message of the remedy against sour 
stomachs?* The crux is the interpenetration of production and sales effort with 
the result that in that embrace the concept of “socially necessary” gets stifled. 
What does socially necessary mean now? Everything that is needed to 
conduct business under monopoly capital? Surely not, because the coalminer 
is as necessary for that as [the advertising firm] Batten, Barton, Durstine & | 
Osborn. -Everything that is needed to produce (physically) the material output 
of society? Certainly not, because that output consists to a large extent of fins, 





4 Charles Van Doren was a telegenic young academic and son of the celebrated poet and 

critic Mark Van Doren—inter alia, an acquaintance of MR’s editors and a reader of this 

e. The younger Van Doren was involved in a television quiz show fixing scandal in 

1959, aimed at inflating television show ratings to benefit advertisers and networks (later 

dramatized in the 1994 film Quiz Show). See Leo Huberman and Paul M. Sweezy, “The 
TY Scandals,” Monthly Review 11, no. 8 (December 1959): 273-81. 
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chrome, remedies against sour stomach, new models, etc., with lots of | 
engineers, foremen, workers engaged in turning this stuff out. This, 
incidentally, all on the assumption that those boys operate with maximal 
technical efficiency. The story gets even more “mixy upy” if there is monopoly 
capital-shielded inefficiency cum waste. In other words, without the 
competitive assumption the surplus value concept is mortally ill! (Amusingly, 
this is the opposite of what Schumpy [Schumpeter], Leontief, and others 
used to argue saying that with perfect competition there would be no surplus 
value [no profits] because entrepreneurs would bid up wages to a point of 
zero surplus value. This is because what is needed is not their crazy perfect 
competition, but just Marx’s free competition with all the social constraints.) 
And if on top of it all wages are not determined by the value of labor power in 
the Marxian sense but are higher, i.e. permit of reduction per alienation, and 
the capitalists are able to shift their various expenses (if only partly) onto the 
consumer Gncluding the wage earner) then the derivative surplus value 
recipients (merchants, bankers, landlords, but also advertisers, etc.) do not 
only eat into surplus value but actually increase it per alienation. 

Where does all this leave matters except with the necessity to leave this 
alone and to define the consequent economic surplus with reference not to 
what is socially necessary here and now but to what would be socially 
necessary in a rational society. | began moving in that direction in The 
Political Economy of Growth: “Most generally speaking, {the unproductive 
share of a nation’s total economic effort®} consists of all labor resulting in the 
output of goods and services the demand for which is attributable to the 
specific conditions and relationships of the capitalist system, and which would 
be absent in a rationally ordered society” (p. 32). By the way, Marx hints at — 
this in discussing Smith's notion of unproductive labor and adds “absolut 
gesprochen” [i.e., in the narrowest, most abstract terms] [recognizing that 
without this qualification} everything would be different! Without the absolut 
gesprochen one gets stuck now——simply because monopoly capital is much 
more removed from that absolut gesprochen than competition ever was! 

--] am attaching a little translation which I made of a lovely passage in 
* Marx—the riew Moscow-Berlin edition of Theories of Surplus Value—which 
should be appended to one of the chapters of the opus.® This undoubtedly 


6 Baran placed this phrase in brackets in his letter to indicate that it replaced the word “it” 
in the original. 

® The references to Marx here and in the preceding paragraph appear to be to a passage ` 
from Marx’s Theories cf Surplus Value that Baran translated on page 25 of The Political 
Economy of Growth. Here Marx, according to Baran’s translation, writes: “As the dominion of 
capital extended, and in fact even those spheres of production not directly related to the 
reproduction of material wealth become more and more dependent on it, and especially the 
positive sciences (natural sciences) were subordinated to it as means towards material 
production—second rate sycophants of political economy thought it their duty to glorify and 
justify every sphere of activity by demonstrating that it was ‘linked’ with the production of 
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requires a full-dress discussion of what is meant by a rational social order, etc., 
but we cannot shirk that for otherwise we hang in the air. On the other hand, 
once this nut is properly cracked the opus is a cinch. Then we go ahead and 
give a ‘casually empiricist” sketch of the forms in which the dreck appears, 
and | do not give a damn whether we have plenty of statistics or none. As long 
as we have illustrations and as long as it is clear what we mean. | think this 
represents a revolution in science because it explains and systematizes what 
the Galbraiths of all descriptions are at best able to describe. The same step as 
Karl Marx made by sn agi with Smith, Ricardo, etc. 

. Atleast, I am modest... 

And cheer up; we havea a mission Goddamut, and let us not be gotten down 
by anything! 


Love, Paul 


Paul Sweezy to Paul Baran, September 25, 1962 


Larchmont, New York 

Thanks for yours of the 23" in regard to Keynes, etc. There is some 
difference between us here which puzzles me—because I can’t really put my 
finger in it. So let’s try again. 

I don’t maintain for a moment, of course, that the competitive model is 
incapable of breaking down. The continuous operation of Say’s Law is 
rubbish. But this was really quite well known to Keynes’s predecessors: after 
all business cycle and crisis theory had a long and respectable history pror to 
1936. What the earlier theorists maintained was that the breakdown couldn’t 
persist indefinitely. Unemployment and unused plant would lead to price 
(including wage and interest rate) and income changes that would sooner or 
later (depending on reaction times, mobility of resources, etc.) set the stage for 
an upswing which, once under way, would carry up to full employment. 
Except under very special assumptions, the condition of full employment 
couldn’t persist either, of course. It was universally recognized by the top 
theorists before Keynes (Pigou, Robertson, Schumpeter, etc.) that in a 
competitive, unplanned system, fluctuations were “natural” and inevitable. 
- And that meant that none of them were slaves of Say’s Law, whatever Keynes 
may have said about it. 

What was new in Keynes was the assertion that, left to itself, the 
competitive economy could not recover—unless the marginal efficiency of 





material wealth, that it was a means towards it; and they honored everyone by making him a 
‘productive worker’ in the ‘narrowest’ sense—that is a worker who works in the service of 
capital, is useful in one way or another to its increase.” For the standard English-language 
translation see Karl Marx, Theories of Surplus Value, part | (Moscow: i Publishers, 
1963), 176. 
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capital [expected profits on new investment] happened to be high enough, 
which Keynes thought it had a deeply rooted tendency not to be. In other 
words, he introduced the problem of stagnation, alias underemployment 
“equilibrium.” This you will not find in any of the earlier theories in the 
classical-neoclassical tradition—though of course many respectable thinkers 
such as Hobson and Veblen made serious attempts to explain them [the 
contradictions]. It was thus Keynes’s historical ment to bring the problem of 
stagnation into the orbit.of orthodox, accredited economics where it occupied 
the center of the analytic stage for a good decade. (Note well, however, that 
since the late 1940s it has been largely banished again.) | 

This is one aspect of the matter. Up to this point, Keynes gets full credit 
for an historic achievement. His vision of a stagnating economy has all sorts of 
ramifications and implications which were absent from the neoclassical vision. 
But when we come to his attempts to explain why the economy couldn’t 
recover by itself, why the theory of his predecessors was deficient, we enter an 
entirely different realm. And I must say that the more I read of the General 
Theory the less convincing his arguments seem. [he whole notion of an 
equilibriam with involuntary unemployment—which is what he wanted to 
explain—seems to me to be totally incompatible with the assumption of 
competitive markets. Wages must come down. And if one wants to insist that 
every wage cut brings prices and incomes down proportionately (1 do not 
think this makes much sense, but that’s another matter), then the process will 
keep going until Gin Keynesian terms) the quantity of money measured in 
_ wage units has grown so enormously that the rate of interest finally does fall 
below the marginal efficiency of capital. Or if liquidity preference is insatiable, 
then the deflation can go on until wages and prices equal zero and everyone 
starves to death. But that isn’t underemployment equilibrium. If we assume 
that somewhere short of this a lower turning point is reached and the reverse 
process sets in, why should it fall short of full employment or a reasonable 
approximation thereof? I cannot see that Keynes has any rational explanation 
as to why either a downswing or an upswing would halt and give way to a 
steady state characterized by the existence of involuntary unemployment. Still 
less has he got a rational explanation of the phenomenon of creeping 
_, stagnation. All of his efforts to deal with these problems are vitiated by the 
fact that at bottom he accepts all the neoclassical assumptions but tries to 
squeeze different conclusions out of them. Some different conclusions—about 
the mechanisms of economic fluctuatons—are doubtless valid and useful. But 
the real one, the difference between a self-adjusting system and a running- 
down system, simply cannot be derived that way. Only the explicit 
introduction of monopoly into the macro picture can supply the missing key. 

I have no desire whatever to idealize the competitive model. It is compatible 
with wild gyrations, with deep and even prolonged slumps; it may display 
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continuing high unemployment of a “Marxian” variety;’ it may even generate 
Verelendung (impoverishment) as Marx believed it would. But I do not see 
any reason to suppose that it would also suffer from the disease of stagnation, 
creeping or galloping, which in my judgment is specific to monopoly capital. 
This is what Keynes did not see and without which his theory remains a 
collection of brilliant insights and stupidities without any overall coherence.... 


Love, Paul 





7 In referring to unemployment of the so-called “Marxian variety” here, Sweezy is alluding 
to what im standard economics is sometimes referred to as “Marxian unemployment”—a 
technical designation referring to long-term, structural unemployment associated with a scarcity 
of capital relative to labor supply. “Marxian unemployment” in this sense is seen as applicable 
to competitive capitalism. See Mark Blaug, Economic Theory in Retrospect (Cambridge: 
Cambridge University Press, 1996), 16. 
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The Indiscreet Banality of the 
Bourgeoisie 

The Church of LEED, Passtve House, and the Dangers 
of Going Green 


Jeff Dardozzi 


Pat Murphy, The Green Tragedy: LEED’s Lost Decade (Yellow Springs, 
OH: The Arthur Morgan Institute for Community Solutions, 2009), 96 
pages, $12.95, paperback. 


Pat Murphy’s new book, The Green Tragedy: LEED’s Lost Decade, is a 

dry but worthwhile effort to debunk the U.S. Green Building Council's 
~. (USGBC) claims regarding its flagship LEED program.’ Anyone interested 
in solid accounting of the shortcomings of the LEED rating system and the 
buildings it ce:tifies will find his book compelling. For the uninitiated, LEED 
(Leadership in Energy & Environmental Design) is a building certification 
system that emphasizes third-party verification that a building was designed 
and built using strategies intended to improve environmental performance. 
The LEED program purports to be a key strategy in creating a “sustainable” 
society. 
Murphy’s arguments center on the fact that LEED-certified buildings have 
-failed by virtue of their core metrics and therefore mislead the public in claims to 
sustainability. The LEED program, he suggests, does not sufficiently emphasize 
those areas of “building performance” most relative to greenhouse gas emissions, 
preferring to pursue broader, and in his opinion, more subjective qualities that 
have little bearing on climate change. While his critique of LEED is valid, 
Murphy alternatively advocates for the hyper-rationality of the Passive House as 
a response to the ecological crisis, failing to-understand that the crisis is social in 
ongin. 

Both USGBC and Passive House offer no real evidence that their 
approaches will produce meaningful ecological outcomes, as both programs 
rely on the scientifically untenable, and largely unquestioned, assumptions of 
bourgeois ideology.” 


JEFF DARDOZZI (jeffdardozzi@earthalchemists.org) has designed and built dwellings for 
over thirty years and is a longtime student of vernacular architecture. He is a cofounder of EA, 
a design/build collective based in central Pennsylvania. 
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Greenwash 


USGBC has dominated the discourse in the United States on sustainable 
building practices for the last decade, not because it has good ideas based on 
a sound understanding of the issues, but because it is an industry trade 
organization with a well-funded mandate. USGBC’s current budget is 
$46,000,000. The truth and the absurdity of its premises, as Murphy points 
out, can be found in the pending certification of one single-family home, 
twenty-four stories tall, with a 168-car garage and three heli-pads for an 
Indian billionaire. 

The logic of LEED is that it can be applied to any building, regardless of 
social context and the consequences of the activity taking place within the 
structure. A nuclear weapons factory, a biological warfare lab, or a 
concentration camp could carry a platinum rating. Guantanamo could be 
redeemed by virtue of bike racks, orange jumpsuits made from recycled fiber, 
cattle prods energized by photovoltaics, and water-boarding conducted with 
reclaimed grey-water. 

As Murphy accurately points out, LEED is a teleological construct, a 
straw-person argument, which industry has made in an effort to create a 
“new” market for its members’ products and services. Its much vaunted third 
party verification is little more than a revenue-generating scheme and a public 
relations stunt. There is no body of evidence that validates USGBC claims 
that its LEED program will contribute to the development of a sustainable 
society, as its core assumptions are little more than articles of faith. 

The problem begins with the definition of sustainability most used by 
LEED professionals: Sustainability is “development that meets the needs 
of the present without compromising the ability of future generations to meet 
their own needs.”* 

The definition, originating with the 1987 UN Brundtland Commission, is 
oft-repeated, but sincere sounding as it is, it is far too vague to be operational, 
since it can mean anything to anyone and is therefore essentially, and 
conveniently, meaningless. How we are to know the “needs” of a specific 
future generation is never stated. Needs, both physical and subjective, are so 
bound by context, contingent on circumstance, and central to our ever- 
changing sense of being that to suggest knowledge of something so complex is 
like predicting a specific instance of weather in 2130. 

Furthermore, perception of need is highly contingent on frames of 
reference largely established by culture, which in ours is controlled by 
powerful social institutions. “Middle class standards of living” are defined, 
not by innate thresholds of human tolerances or evolved systems of adaptation 
and survival, but by the profit demands of corporate power, which must 
vigorously safeguard and manipulate those perceptions in order to maintain 


dominance in the social hierarchy. The North American homebuilding 
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industry spends billions in advertising dollars annually to convince Americans 
that a “real” home requires superficially opulent luxuries, synthetic veneers, 
climate-controlled interiors, granite countertops, and bathrooms that could 
house an entire family. All the green building movement seeks to do is 
legitimize that perception by claiming it can be made environmentally benign. 

The fact is that no existing green building program can say with any 
measure of certainty that its program will contribute to solving the ecological 
crises related to the built environment. Such claims are. therefore largely 
disingenuous, ultimately relying on unquestioned assumptions to secure broad 
acceptance. [he real purpose of these ritualistic displays of rationality, such as 
LEED’s rating system’ or Passive House, is to preserve the illusions of our 
_ modern selves and cur’society. Ultimately, as Joseph Tainter notes in Social 
Complexity and Sustainability, it is about the “comfort of an accustomed life,” 
seeking to rationalize the behaviors that we know are problematic but that are 
unable to change by viriue of larger social forces. 


Passive House’ 


‘While the USGBC program falls short of its claims and suffers from 
`- disingenuous intentions, Passive House is another story.* The term passive 
house refers to a rigorous, voluntary standard developed by the Passive House 
Institute in Germany for energy efficiency in buildings. These standards are 
designea to result in' very low energy requirements for space heating. or 
cooling. The underlying idea of Passive House is that we can design and 
build modem homes with radically reduced energy consumption, intimating 
that such reductions will reduce energy consumption and the generation. of | 
GHG emissions, as well as conserve resources of the planet. 

The ideas and methods for constructing buildings that leverage design and 
material advantages to produce comfortable and environmentally integrated 
buildings that consume very little energy have been the staple of vernacular 
buildings for eons across all cultures. Historically, resource-inefficient 
buildings were (and continue to be) the domain of wealth and power. By 
virtue of metaphor and symbol, ‘architecture became a formal means, not by 
which to achieve social harmony and environmental integration, but to express 
‘social power—that 1 is; power over others and over nature. Recently, the 
ecological crisis has spawned a global realization that the economic system is 
the primary destructive agent in the ecological equation. In response, those 
whose interests are now threatened are staging a campaign to convince us that 
the dominant paradigm can be operated in an ecologically benign manner. 
Passive House is, in spirit and in substance, part of this campaign. 

Energy and social power are obviously closely related: “Last year, the 296 
milion people in the United States used 97 quadrillion BTUs of energy. To 
put that huge number into perspective, each of us used about 328 million 
BTUs during the year, the equivalent of 96,000 Kilowatt hours of electricity. 
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A Kilowatt-hour is about 1/3 more work than a horsepower-hour, so we used 
about 128,640 horsepower-hours, or the equivalent of 147 energy slaves 
. working for each of us 24/7, all year long.”® 

. According to the Energy Information Agency, space heating for homes 
amounts to less than five quadnilion BTUs, compared to the ninety-seven 
quadrillion consumed annually by the nation. The biggest user of energy, of 
course, is the system itself, approximately 80 percent of all energy consumed. 
The system being defined as those areas of social life directly and indirectly 
involved in constructing power: commercial enterprises, including everything 
from chemical production to movie making, transportation and communication 
networks, institutional endeavors such as schools, universities, research facilities, 
nongovernmental organizations, government and aBaN: In short, the whole of 
our society. 

The facts are that the bulk of our energy consumption has to do with its 
conversion to political, economic, and military power and that the vast 
majority of Americans do not benefit equally from ‘the nation’s energy use. 
Reducing energy consumption of our homes would only marginally reduce the 
amount of energy consumed by individuals and would not reduce the 
aggregate amount of energy consumed. by our society, -due to. the ecological 
paradox first articulated by Jevons.’ Central to green building and energy 
efficiency advocates’ position is that efficiency improvements conserve 
resources and reduce emissions when, in fact, they do not. The myth of 
resource efficiency improvements within the current economic system has been 
debunked, yet advocates such as Murphy continue advocating actions for 
reasons that are demonstratively false. Furthermore, they never acknowledge 
the relationship between power and energy. - 

It would be misleading to overemphasize the importance of something that 
comprises less than 5 percent of the total energy pie, while ignoring the fact 
that the largest consumer of energy and the largest source of GHG emissions 
is the system itself. In light of this, and the fact that ecological outcomes 
cannot be linked directly to energy efficiency strategies, why is tt so important 
to Murphy, Passive House, and USGBC that society pursue them? 

A clue to Murphy’s motives in his advocacy can be construed in his 
comment: “These questions should be answered by science and transparency. 
We must be able to measure things.” 

It is interesting to note that Murphy does not explain why science must be 
the only answer or why we must be able to measure things. By inference, I can 
only assume that his worldview and understanding of reality are reductionist 
in nature, Cartesian by definition, and rooted in the mythology of the 

“Technocratic Society.” ` 

Fhe problems with reductionism and the Cartesian worldview are well 

known, as they rely, just as capitalism does, on denying the larger picture 


ANALYTICAL MONTHLY REVIEW/ DECEMBER 2010 49 


t 


JEFF DARDOZZ! 


through a process of objectification whereby reality is reduced to the narrowest 
of subsets conducive to observation, analysis, and manipulation. The 
limitations of these concomitant worldviews are the subject of many 
interdisciplinary inquiries. [his is not to say reductionism makes no important 
contributions to understanding our world, but as the single arbiter of reality, it 
has failed humanity terribly, as ecological and social crises testify. The fields 
of emergence, holism, and complexity are revealing entirely new dimensions of 
~ our existence, and work ‘in the cognitive sciences is revealing what many of us 
have already known: that we are not wiscrete, autonomous machines, 
genetically driven in the mindless pursuit of self interest. Such is the 
reductionistic ontology of the “rational agent” of bourgeois ideology, and the 
primary archetype of the modern worldview, upon which Murphy’s © 
technocratic advocacy is based. 
. Furthermore, Murphy incorrectly bases his entire position on the belief 
that we should follow Germany’s example, since the country has supposedly 
reduced its greenhouse gas emissions over the last two decades. He implies 
that this is by virtue of energy efficiency pursuits (such as the Passive House) 
and tries to use this to characterize the whole of German society. Germany's 
claim, upon closer examination, appears to be due to gaming the system by 
opting to peg the baseline for greenhouse gas calculations at a point in time 
prior ‘to relocating emissions. to other countries via off-shoring of heavy’ 
industry. Proof of this fallacy is that Germany's emissions, once the 
relocation of heavy industries is accounted for, have remained flat, as the 
2000 to 2008 data now shows.® 

Finally, Murphy makes no attempt to understand the crises, other than to 
see them as technical and management problems for which he advocates 
increased social complexity, in another attempt to assert control over a force he 
fails to comprehend. Certainly, Murphy should know by now recent 
arguments regarding increasing social complexity, ecological cost, and the 
accruing negative returns. As an advocate of a scientific worldview, he should 
also be aware of the findings in cognitive science that reveal a large disconnect 
between the intent of the rational agent and its outcomes." 

The reality of energy efficiency pursuits is that there are unstated 
objectives, in the form of energy subsidies, that are invariably linked to 
increasing social complexity, not to solve ecological problems, but to maintain 
the power of a system that has enslaved the world. 


“Assumptions Are the Mother of All Fuck-Ups”" 


We are now learning things about ourselves that are in complete contrast 
to what we have been taught to be*true for hundreds of years. The model of 
human agency and the assumptions that underlie it frame our entire political, 
legal, and economic system. That model is now being shown to be false: 
“These assumptions culminate in the widespread and persistent belief that 
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regardless of physiological processes, developmental history, or current 
circumstances, the person is ‘free’ to choose any course of action among the ` 
alternatives that present themselves. This view of human behavior is simply 
untenable from a scientific perspective.” * 

This belief is the basis of selfhood in the form of the rational agent. It 1s the 
foundation of both progressive and conservative dogmas and what allows the: 
structures of power to perpetuate themselves. The narratives and 
legitimization rituals of our society are designed to enforce this conception of 
the human animal, but they ultimately depend on the acceptance of these 
assumptions of the self as true: v 

Actions are freely chosen’ 

Choices imply preferences ` 

Preferences are stable over time 

Preferences implicate identity of the self 

Outcomes are mostly controllable 

People are responsible for the choices they make and the resultant 
outcomes. 

Americans accept these assumptions as true accounts of the human animal 
without reservation, unconsciously conforming themselves to the behavioral 
models prescribed by elites, all the while assuming that such models are the 
product of individual will.“This singular conception of mankind has served as 
justification for four hundred years of capitalism's systematic destruction of 
human community and ecosystems. The ecological and social catastrophe 
devastating the planet clearly shows that capitalism’s hero, “the selfish 
individual,” has no idea what he is doing, and now we know why: the hero’s 
life is based on a lie. 

When it comes to buildings, it is an elemental truth that our dwellings are 
powerful metaphors, for they are the physical embodiment of lived social 
relations and- the underlying narratives that construct’ social reality. This 
reality has created the crises that Murphy claims are the cause of his advocacy. 
Neither the Passive House nor USGBC programs alter this situation, as they 
affect neither underlying social relations, their” concomitant mode of 
production, nor the situation’s epistemology. On the contrary, programs like 
Passive House and LEED ultimately seek to codify the total encapsulation of 
energy efficiency initiatives within the bourgeois worldview, where the 
relations between nature and humanity are mediated by elites and technology, 
under the false assumption that we as individuals can control outcomes. 

When it comes to meaningful social action, we should recognize that our 
hostility to the dominant social system is rooted in the fact that this system is a 
falsehood imposed upon humanity, often with devastating consequences, and 
the very essence of our rebelliousness is a validation of our common humanity. 
Food, buildings, and all other areas of material culture are precisely the place 
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` to begin redefining the terms of a different social life and the nature of our 
relationship with the earth. The material conditions of daily life are changing 
rapidly, and the old narratives are no longer believable. All those trapped in 
the fairy tales of a dying world and who share a desire for another ery 
- abandon those conceptions of selfhood inculcated from the moment of birth.. 
There begins the journey to a different world—that has already begun o 
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We were lucky on this most recent visit to Cuba: we spent two long evenings . 
with Fidel, in relaxed surroundings and with only a few others present; and we 
accompanied him on a day-long inspection trip, with Fidel himself doing most of 
the driving, to agricultural establishments in Pinar del Rio, Cuba’s westernmost 
province. We listened, asked questions, discussed all ‘sorts of subjects, and 
watched him in his relations with people. There are lots of things we still don’t 
know about him, of course. But there are a few things we think we do know. 

First and foremost; Fidel is a passionate humanitarian, not in the fraudulent 
sense that he loves all humanity but in the meaningful sense that he feels deep 
compassion for human suffering, hates injustice because it causes unnecessary 
suffering, and is totally committed to building in Cuba a society in which the poor 
and underprivileged shall be able to hold up their heads and enjoy a fair share of 
the good things of life. 

—Leo Huberman and Paul M. Sweezy, “Cuba Revisited,” 
Monthly Review 12, no. 8 (December 1960): 402. 
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Hester Eisenstein, Feminism Seduced: How Global Elites Use Women’s 
Labor and Ideas to Exploit the World (Boulder, CO: Paradigm 
Publishers, 2010), 272 pages, $26.95, paperback. 


Feminism Seduced, written for a general audience, presents a powerful, 
historically grounded critique of liberal feminism. Drawing on three decades 
. of writing by socialist/Marxist feminists and women-of-color feminists, 

‘Eisenstein weaves a compelling account of how the central ideas of 

“hegemonic feminism” have legitimized the corporate capitalist assault on the 
working class in the United States and on small farmers and workers, both 
urban and rural, in the global South. 

In this way, she argues, mainstream feminism has served as unwitting 
handmaiden to the capitalist class. ‘Situating her analysis of mainstream 
feminism i in a broader context of the economics of capitalist globalization, 
-Eisenstein connects changes in the gender order to the nse of neoliberalism. 
The book's synthetic scope, its clear and accessible style, and its -concise 
summary of shifts in capitalist political economy from the mid-twentieth 
century to the present, make the book an ideal text for movement study groups 
as well as college classrooms. 

However, when Eisenstein moves pus critique to offering an alternative 
strategy, she only recycles dualisms that have, as she acknowledges, bedeviled 
the women’s movement for well over one hundred years. Another unfortunate 
feature of the book is its voluntarist, rather than materially grounded, 
explanation of the evolution of feminist politics and strategy in the era of. 
capitalist globalization. More about this at the end of the review—for now, | 
will focus on the considerable strengths of Eisenstein’s analysis. 

By hegemonic feminism, Eisenstein means that certain liberal feminist ideas 
have become part of the “commonsense” of U.S. culture. In particular, ‘she 
argues, the notion that paid work, in itself, represents liberation for women is 
widely accepted. Although second-wave feminism included a strong tradition of 
socialist/anarchist feminism, third-world and women of color feminism, as well 
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as radical feminism, the dominant ideas of the movement emphasized individual 
achievement and the possibilities for self-actualization inherent in the 
competitive, free-for-all marketplace and political system. Liberal feminism 
addressed many different issues, but focused overwhelmingly on women’s right 
to compete with men on equal terms in the labor market. 

On one hand, liberal feminism’s campaigns against discnmination in 
employment and education, against sexual harassment, for affirmative action, 
and so forth have been crucially important; their success has transformed the 
landscape of our economic and political system, where women are increasingly 
able to access the higher reaches of professional work, managerial leadership, 
and political power. On the other hand, the very ideology that forwarded the 
legal and cultural changes opening opportunities for professional/managerial- 
class women has also been used to justify the exploitation, impoverishment, 
and marginalization of working-class women in the United States and abroad. 
While purporting to represent all women, mainstream feminism has primarily 
advanced the interests. of women with higher education, so that after forty 
years of feminist activism, there is now an enormous class divide among 
women workers. To understand how and why this has happened, Eisenstein 
traces the history of feminist ideas and politics in the context of the 
fundamental restructuring of the global economy and the rise of the neoliberal 
political order. 

Taking globalization as the framework for describing this “sea change” in 
the world capitalist political economy, Eisenstein identifies deindustrialization, 
the rise of export processing zones in the global South, the growth of the 
service sector, the explosion of the financial sector, and the employers’ 
offensive against unions as key to the transformation of women’s relation to 
waged labor. In the North, globalization entailed a precipitous decline in 
men’s wages, marking the end of the “family wage” for men who had often 
provided sole financial support in traditional male breadwinner marriages. At 
the same time, the rise of the service economy opened up a huge demand for | 
low-wage, female labor. In the South, the “new enclosure” movement threw 
women into an expanding labor market. Insofar as mainstream feminism had ~ 
lauded paid employment for women as a route to escape the oppression of 
patriarchal marriage, feminism in the United States helped to create a new 
pool of labor that capitalist employers could use to cut costs. Women’s 
willingness to enter the workforce in massive numbers allowed corporations to 
resist the pressure for wage increases. And, by identifying freedom with paid 
work, mainstream feminism offered the perfect cover to multinational 
corporations exploiting women’s labor in free trade zones. In short, feminism 
became the language of capitalist modernization. 

The restructuring of the U.S. economy was accompanied by a concerted 
assault on organized labor, aided and abetted by a resurgent conservative 
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movement that first came to power with Reagan’s election in 1980 and 
continued to strengthen its hold throughout the following decades. 
Dismantling the welfare state was central to the conservative political agenda, 
and “welfare reform” one of its wedge issues. Eisenstein argues that because 
of mainstream feminism’s exclusive focus on paid work as a route to 
independence, feminists were left without arguments to defend single mothers’ 
right to income support. This was especially the case once centrist Democratic 
politicians, such as Bill Clinton, jomed the welfare-reform bandwagon, 
campaigning to “end welfare as we know it.” l 

Here, Eisenstein contrasts the earlier “maternalist” politics of social 
feminists who had fought to institutionalize income support for single mothers 
at the turn of the twentieth century with the equality politics of the second 
wave. Maternalist feminists insisted on the value of women’s work as mothers 
and argued that, when women did not have economic support from male 
breadwinners, government had the obligation to step in so that mothers could 
fulfill their caregiving roles. By the 1990s, when a majority of married 
mothers worked at least part time for pay, this argument was certainly difficult 
to make. But it was made more difficult by the hegemony -of mainstream 
feminist beliefs. While the leadership of the National Organization for 
Women, along with some academic feminists, joined with welfare nghts 
activists to oppose the welfare reform juggernaut, the membership of NOW, 
as well as of other feminist organizations, was uninterested, if not hostile. 
Mainstream feminism, having defined paid work as essential to women’s 
liberation, had no room for making claims based on valonizing the work of 
stay-home mothers. 

This failure by feminists to mobilize in defense of welfare was in part the 
consequence of historic “fault lines” in U.S. feminism that have substantially 
weakened the movement. From the very beginning, dominant voices in the 
women’s movement did not reflect the experiences of working-class women 
and women of color. Moreover, issues of crucial importance to working-class 
women and women of color did not even make it onto the mainstream feminist 
agenda. Eisenstein summarizes the critique mounted by women-of-color 
feminists and then offers several examples of how these areas of contention 
played ‘themselves out within U.S. politics. She argues that, by organizing 
around abortion as an individual choice rather than as part of a broader 
program of full reproductive rights, the women’s movement lost an 
opportunity to create a cross-class, cross-race movement that might have been 
less vulnerable to the right wing’s attacks. Similarly, she points to the ways in 
which the feminist antiviolence movement, ignoring the realities of the racial 
state, has been complicit in forwarding a reactionary “law and order” agenda 
that shifts resources away from social welfare programs and toward prisons, 
while blaming the residents of inner cities for their deteriorating social and 
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economic conditions. 


Feminism, Imperialism, and Islamophobia 


Mainstream feminist ideology has also been hamessed to legitimize a 
neoliberal corporate agenda in the global South. Structural adjustment 
programs of economic deregulation and public sector cutbacks have been 
justified by the World Bank as expanding opportunities for young women 
factory workers in export-processing zones. Microcredit programs for women 
are touted as solutions to their impoverishment. Meanwhile, nongovernmental 
organizations run by and for women (and dependent on foreign donors for 
funding) have not only facilitated the dismantling of public services but have 
also co-opted women’s activism. Individual empowerment for some women 
has been substituted for the collective empowerment that only comes when 
economic development benefits workers, farmers, and communities. Although 
Eisenstein tends to oversimplify some complex feminist debates about the 
impact of capitalist expansion on women’s lives in the global South, she makes 
a good case that, since the 1990s, major institutions organizing neoliberal 
capitalism have used “women’s empowerment” to distract attenton from the 
distinctly disempowering effects of their structural adjustment programs. 

Turning from economic to political violence, Eisenstein links. mainstream 
feminism to the war on terror. She offers a historically grounded analysis of 
Islamophobia as the latest in a long line of discourses through which 
imperialist projects are justified in terms of “saving” colonized women from . 
the men of their patriarchal, “backward” cultures. From national — 
organizations such as the Feminist Majority to Condoleezza Rice and Laura 
Bush, feminist outrage was mobilized to validate the invasions of Iraq and 
Afghanistan. Eisenstein systematically unveils and challenges assumptions 
behind Islamophobia, arguing, for example, that contemporary Islamic 
fundamentalism, far from being inherent to Islamic tradition, is in fact a 
modem political movement emerging out of capitalist economic, political, and 
cultural domination as well as imperialist violence. She points out that the 
status of women varies considerably across the Muslim world in relation to 
. political economies, histories of incorporation into the market, organization of 
the state, and so forth. Eisenstein’s explication of work by Muslim feminist 
scholars and activists in this chapter is especially useful, providing an effective 
alternative to mainstream feminist ideas about the needs and interests of 
Muslim women. 


How Did Feminism Get Hijacked and What Is to Be Done? 


Eisenstein’s explanation of how feminism has been co-opted by elites tends 
to blame feminists for developments over which they had little control. I share 
Ejisenstein’s critique of that strand of feminism that rests on classic liberal 
thought, in which freedom is defined as the right to compete with men on a 
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level playing field across the economic, political, social, and cultural terrain. 
This liberal feminism is not only compatible with neoliberal capitalism; it also 
reflects the real interests’ of the white, professional/managerial- class women 
who have been its most vigorous proponents. 

Not surprising, then, that this feminism, and not a more radical 
perspective, became’ the common sense of our times. However, this politics 
was not the major tendency among the reformist activists of the second wave. 
Rather, a watered-down U.S. version of social democratic politics—what I 
have called social welfare feminism—animated the broad program of reforms 
that mainstream, second-wave feminists pursued [Johanna Brenner, Women 
and the Politics of Class (New York: Monthly Review Press, 2000)]. Social 
welfare feminism looked to government not only. to end discrimination but also 
to provide support for women’s dual roles as income earners and caregivers— 
for example, through paid family leave and affordable, quality child care. As 
we know, they were, on these counts, thoroughly unsuccessful. In the context 
of a powerful employers’ offensive, an insurgent nght, sclerotic business 
unions incapable of, and indeed little interested in, mounting a fight, not to 
mention a Democratic party, itself moving rapidly to the right, there was no 
political space for the social welfare feminist program. Only a very broad, 
militant, disruptive social movement—an anti-capitalist front linking feminism, 
anti-racism, gay rights, and immigrant rights to trade unions and workers’ 
struggles—would have -been able to force such concessions. Given the 
economic and political context, such a movement was not in the cards. Defeat 
rather than seduction is the appropriate metaphor, here. 

I think Eisenstein is quite right that second-wave feminism was at least 
deeply ambivalent—and remains so—about full-time motherhood. Yet, rather 
than blaming feminists for this ambivalence, as Eisenstein does, we ought to 
acknowledge its roots in the realities of capitalist political economy and end 
the fruitless debates over whether feminists should be for mothers staying 
home or women working for pay. Of course, women, including single mothers, 
should have choices about how they combine parenthood and paid work. But 
the fact that we have “choices” can, in itself, be rather meaningless if those 
choices are not particularly good ones. Even mothers who like their jobs are 
often overworked. And women who opt out of the labor force pay high 
penalties later, in terms of wages, pensions, etc. Eisenstein targets academic 
feminists for insisting on what she calls the “abolition of gender.” This 
negation, she argues, has undermined any claims that women might make in 
the name of “womanly virtues.” Where maternalist feminism drew on 
traditional ideals of women’s nurture and care to make demands on the state 
and society, modern feminists have adamantly rejected gender difference as a 
ground for claims-making, fearing that such arguments inevitably reproduce 
the justifications for treating women as both different from and inferior to men. 
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I think these fears are quite well-placed. 

And since Eisenstein herself recognizes the significant downside of 
maternalist politics, I am puzzled by her validation of maternalism and 
hostility to feminist efforts to transcend socially constructed gender dualisms. 
Rather than locating herself within an either/or dualistic frame, I would have 
liked to see Eisenstein adopt a both/and approach. We do not have to code 
nurture and care as specifically feminine virtues in order to argue their value. 
We do not need to privilege stay-home mothering as a form of child rearing in 
order to demand. income support for single mothers. 

For example, I organized with a welfare-rights group ann 1989-1998, 
when welfare was under consistent attack. The group developed a politics 
around welfare reform that located the demands of single mothers within a 
program of broad public support for all parents (e.g., paid parenting leave, _ 
subsidies to low-income families, the night to affordable quality child care) that _ 
allowed them to combine breadwinning with care giving in ways appropriate — 
to their children’s needs. One of the major problems with welfare reform, we 
argued, was not that it asked single mothers to work, but that it required paid 
work without adequately providing for children’s needs or paying a living 
wage. In addition to arguing for paid leave for mothers with very young 
children, the group argued that a single mother should have the nght to refuse 
work and receive income support, if the work endangered her children or 
compromised the quality of their care. There are many conditions in which 
this is the case for single mothers: long commutes to the job, living in 
dangerous neighborhoods without proper after-school care, child care 
vouchers that are insufficient to garner quality care. This strategy was 
originally developed by the National Welfare Rights Organization (NWRO) 
in the late 1960s and early 1970s. In that period, under the leadership of 
black single mothers, NWRO organized for both income support and access 
to living wage jobs. ~ 

Eisenstein concludes her book with a passionate but reasoned call for 
feminists to come back to class analysis and to build a movement that puts the’ 
needs and interests of working-class women, women of color, and women of 
the global South at the center. Drawing on recent struggles—from the 
California Nurses Association, to Inuit women in Quebec, to the school 
teachers of Oaxaca—she offers glimpses of what an anti-capitalist, 
democratic, feminism might look like. I hope her readers are inspired to 


develop that feminism in the struggle ahead. 
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.On October 16, MR editor John Bellamy Foster attended a lecture in 
Eugene, Oregon given by James Hansen, director of NASA’s Goddard 
Institute for Space Studies. Hansen is the leading U.S. climatologist and the 
world’s foremost voice for carbon emissions reductions. According to Hansen, 
we are facing two major tipping points associated with climate change: (1) ice 
sheet disintegration i in Antarctica and Greenland, leading to a massive global 
sea level rise; and (2) a sudden acceleration in species extinction rates 
(already 100 to 1,000 times the preindustrial “background rate”), as climate 
zones begin to move much faster than species can move in response. Matters 
are further complicated by positive feedback mechanisms such as the rapidly 
meltng Arctic Ocean ice (which reduces the earth’s reflectivity) and the 
release of methane, a very potent greenhouse gas, from the tundra. Such 
factors will accelerate global warming. 

Empirical indications at present are alarming. The ice sheets of Greenland 
and Antarctica are losing mass at increasing rates. Glaciers are melting rapidly in 
mountainous regions. More than half the water in the Ganges and the 
Brahmaputra comes from melting ice. The result of global warming will be 
seasonal increases in floods and droughts. In the oceans, coral reefs are 
threatened, due to the bleaching of the corals and ocean acidification (resulting, 
like climate change, from excessive carbon emissions). Hansen’s message was 
clear: the future of the planet will be in many ways determined by what we do “in 
the next several years.” This, he insists, is not a problem to be left to the next 
generation, since we “could create a situation out of the control of young people 
by the time they become adults.” 

Hansen was also clear about what needs to be done: wean society from 
dependence on fossil fuels, and quickly. Fossil fuel production, he argues, is 
directly subsidized in the market, while its costs to the environment and human 
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health are socialized. It is necessary to alter this and treat carbon dioxide emissions 
as a pollutant. He sees the chief tool in this respect to be a fee on carbon at the 
point of production or importation, to be distributed in full as dividends to the 
population on a per capita basis—so that those with less than average pér capita 
emissions (the vast majority of the population) would receive a net‘increase in’. 
income. In the United ‘States, a carbon fee of $115 per ton of carbon dioxide, 
which would increase the cost of gasoline by approximately $1 per gallon and the 
average cost of electricity by about 8 cents per kilowatt-hour, would generate over 
$600 billion in dividends or $2,000 to $3,000 a year per adult resident, Hansen 
is completely opposed to letting government have any of this revenue, ‘since the 
support of the population for such a tax depends on the surety that the revenue 
would be retumed to them on a per capita basis, making it a mere transfer 
payment 

`- Carbon eins the approach omoti in the Kyoto process, is, as 
Hansen has frequently noted, “worse than nothing,” since it allows emissions 
to nse appreciably, while giving the false impression that the problem is being 
addressed. A carbon fee, he argues, “is the only internationally viable 
approach.” He points to the fact that China—already a leader in alternative 
energy technology, such as solar panels, wind technology, etc.—is planning to 
impose such a fee, as among the most hopeful of current developments. 

Today coal is the number one enemy of the climate. So-called “clean coal” 
is nonexistent at present, and unlikely ever to become economically viable. 
Hansen argues that coal-fired plants need to be closed down, and the building 
of new ones stopped. As peak crude oil becomes more of a reality, a line has 
to be drawn to prevent a turn to dirtier fossil fuels: coal, tar sands, shale oil, 
and gas. 

In the United States both the executive and legislative branches have proven 
themselves unable to resist continual pressure from the vested interests to back away 
from any effective legislation on climate change. Media corporations have hyped 
the views of “denialists,” giving those who disavow global warming equal standing 
in the climate debate—despite their minuscule numbers among scientists, their 
inability to “stand up against real scientists,” and the fact that their ideas are 
supported by no scientific body on Earth. The result has been to increase rather 
than decrease the gap between scientific knowledge and public perceptions. 
Hansen now hopes that the judiciary will be less subject to external pressures from 
corporations than the other two branches of government, and that the courts will 
respond to scientific evidence, protecting the population through a series of 
injunctions. 

Hansen was most heavily questioned by his largely environmentalist 
audience in relation to his claim that nuclear power would be needed to 
replace coal in providing base-load electrical power, and that nuclear power 
(witness France) was safe. Hansen’s point was that continued fossil fuel use 
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means certain catastrophe in the short term and already inflicts enormous 
environmental and health costs affecting millions of people, while nuclear 
power is, in comparison, far safer. But much of his audience was clearly not 
convinced that fourth-generation nuclear power could be part of the answer, or 
that governments are stable and responsible enough to be trustworthy 
caretakers in this respect. | 

Hansen’s main intent in his talk was to issue a call to arms aimed at 
halting climate change through social change. (He was arrested for the second 
time recently for engaging in direct action protests against coal mining.) The 
speaker who preceded him at the podium was Alec Loorz, the fifteen-year-old 
founder of the youth climate movement, Kids vs. Global Warming, who 
argued for an “ecological revolution,” to be spearheaded by youth protests 
throughout the country. Loorz asked individuals, particularly youth, to join his 
organization and help support the upcoming national iMatter March by going 
to http://kids-vs-global-warming.com. Hansen applauded Loorz’s stance and 
urged people to ` send individually crafted letters to 
http://MilhionLetterMarch.org. 

_ The planetary ecological emergency is not just an issue of natural science, but 
depends even more today on the development of a cntical social-science response. 
What are the social and economic causes of the cnsis, and how can they be 
alleviated? In this context, we are happy to announce the publication by Monthly 
Review Press of The Ecological Rift: Capitalism’s War on the Planet by John 
Bellamy Foster, Brett Clark, and Richard York. Annie Leonard, author and host 
of The Story of Stuff says, “This book is desperately needed, because it ends any 
illusion that we can solve our pressing environmental crises with the same system that 
created them.” Herman Daly, author of Beyond Growth calls The Ecological Rift 
“an insightful Marxist analysis of the current ecological nft between modem 
capitalism and the ecosystem. .. [an] important contnibution.” Derck Jensen, author 
of Endgame, says that universal “revolts” are needed “if we are to survive” and “this 
book is a crucial part of that struggle.” Fredric Jameson, author of Valences of the. 
Dialectic, calls it “a basic resource in understanding the incompatbility between 
capitalism and ecology, and also in arguing for the ecological dimensions of any 
future socialism.” Those interested in purchasing a copy can do so by wisiting 
http://monthlyreview.org or by calling 1-800-670-9499., 

-In October, subscribers received a letter from us urging that they consider 
raising their subscription to the Associate level, or if already an Associate, 
renewing as a Sustainer. If you put the letter aside, please do pick it up now 
and become a Monthly Review Associate or Sustainer. Together with you, 
we want to change how things are going in the world, and if you think what 
we are doing is useful, we need your help to continue the work. 


ANALYTICAL MONTHLY REVIEW/ DECEMBER 2010 61 


EDITORIAL 
continued from inside back cover 





ground for their opposition to Wikileaks. In an Open Letter to Assange, 
Reporters Sans Frontieres faulted Wikileaks for ‘imprudence’ and ‘incredible 
irresponsibility’, saying ‘you cannot claim to enjoy the protection of sources 
while at the same time, when it suits you, denying that you are a news media, 
Wikileaks in turn, and with good reason, derided the ‘human rights groups’ as 
US-led and refused to be identified as ‘media’, ‘human rights group’ and so 
on. | 

It is not media, it ts not human rights group, so what ts it? This tussle over 
finding a proper place for Wikileaks, a given assigned place within the normal 
functioning of the system and Wikileaks’ resistance so far to this fixing, 
testifies to something worth preserving in their intervention. [t must be stated 
in no uncertain terms that Wikileaks clearly embodies a radical rupture in 
imperialism’s normal functioning and also from the normal channels of dissent 
and ‘citizen activism’ often funded by imperialism. As it stands, Wikileaks ` 
cannot be contained and even understood as part of an impeccably liberal idea 
of an active citizenry, transparency, accountability and so on. Wikileaks is not 
just demanding the right of citizens to know about the decisions and actions of 
those in power but is challenging the very legitimacy of that power. Knowing 
through Amnesty or Reporters Sans Frontieres (with its long history of 
association with U.S. intelligence agencies) that are established groups 
engaging with states through established procedures and legal battles is one 
thing. Knowing, in terms and conditions that are themselves illegitimate from 
the standpoint of power, is however another thing. In radicalizing the very 
meaning and significance of the ‘right to know’, Wikileaks represents a 
rupture, a radical subjectivity and this is what is worth preserving. And this is 
at one level a purely formal gesture, the audacity of the act, which stands on 
` its own irrespective of how damning the actual contents of the leaks have been 
for the U.S. and other governments. 

We know of this rupture if we just glance at the manner in which corporate 
media houses like the New York Times and the Guardian, hard-pressed to 
justify their decision to publish the Leaks, are presenting them as a mere 
extension of investigative journalism and the right of the citizens to know what 
their governments are doing. In ‘A Note to Readers: the Decision to Publish 
Diplomatic Documents’, The Times tries to make the Leaks seem very normal 
and not all that dramatic. One way they do this is by stressing a lot.on the 
negotiations the The Times had with the Obama administration over 
‘redactions’ and how Wikileaks were informed about the administration’s 
views: looks like all three groups had a common point of understanding! They 
say, “After its own redactions, The Times sent Obama administration officials 
the cables it planned to post and invited them to challenge publication of any 
information that, in the official view, would harm the national interest.” 


62 ANALYTICAL MONTHLY REVIEW/ DECEMBER 2010 


EDITORIAL 


That is, the leaks are already part of what big corporate media houses 
have always advocated and there is nothing dramatic, anarchist or dangerously 
political about it. Well, is it? This is where one must assert that no matter 
what Wikileaks or Assange might claim subsequently, their activism so far 
does not seem to follow from liberal concerns of the citizen’s right to know or 
the emphasis on transparency, responsible government and an active citizenry. 
For the liberal idea is also of citizens who are not overly politicized and who 
merely wants ‘negative liberty’ — non-interference by the state. The Wikileaks 
exposé does not just offer ‘the nght to know’ to citizens — it is a clarion call for 
people to bring down those up there. Mastercard and Visa hitting back 
(surely under U.S. official pressure) showed clearly that what is at stake is 
much more than ‘transparency’ and ‘accountable government’. And with 
hacktivists attacking these two companies in turn the picture of daggers drawn 
is complete — the liberal idea of consensus and a shared ground in which all 
classes and both the powerful and the powerless can supposedly converge on 
grounds of transparency and ‘responsible government’ did disappear for good! 

Thus U.S. officials are not entirely off the mark in declaring that what 
~ Wikileaks did was ‘not journalism but anarchism’ — that Wikileaks was . 
challenging the very legitimacy of power, including the manipulations of 
liberal democracy and big capital. And yet the fact of the matter is that 
Wikileaks is quickly becoming part of business as usual — anarchism is slowly 
morphing into journalism! In his recent piece in The Australian, Assange 
himself has shifted his positions from raising the question of the illegitimacy of 
power to giving liberal arguments that he was only defending the nght of 
citizens to know. He comes down to quoting the U.S. Supreme Court 
decision that ‘only a free and unrestrained press can effectively expose 
deception in government". Worse, he has now declared Wikileaks as part of- 
the media and that ‘the media helps keep governments honest’. 

Assange might continue this liberal slide further but we should not be 
surprised about this ‘compromise’. For one cannot conceive of a substantively 
different outcome given their methods and forms of activism purportedly 
challenging power and undermining U.S. domination through the hacktivisrn 
of a handful of tech-hippies. The faceless bohemian tech-libertarians,.so long 
as they remain an underground hacker-elite, must increasingly rely on 
spectacular releases and big ticket actions: it is through such actions that they - 
will try to short-circuit themselves into prominence. [his makes them dramatic 
as well as vulnerable-at the same time. 

Some have even argued that in being an elitist-cyber-vanguard they start 
becoming a mirror image of the CIA or Pentagon-run spy networks supposed 
to be as shady. This is an untenable argument even though one can see that it . 
derives plausibility from the fact that the development of the internet was itself 
part of the military-industrial complex, and hacking and the military 
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computing industry closely competed with each other in their development. 
That challenging power by constituting oneself as another power, will lead not 
to the elimination of power as such but only to its replication, is an old 
argument. This is, in essence, also the argument used for example by 
postcolonialists, libertarian leftists or autonomists against the Marxist 
emphasis on organization or the party. Such an argument is however facile, to 
the extent that “WikiLeaks needs to be completely opaque in order to force 
others to be totally transparent". Perhaps not ‘completely opaque’ but they 
definitely cannot last a day if they were to come out openly in the name of 
being transparent and democratic, given the highly organised secretive forces 
that will hunt them down — or coopt them into promoting liberal values. 

Wikileaks’ spectacular, high voltage attack was in a way a sign of their 
weakness, proving that at the end of the day, this is not the way you can 
accomplish change. In quickly declaring that U.S. foreign policy is not 
decided on the basis of diplomatic cables, Hillary Clinton was perhaps 
hinting that these leaks will not affect business as usual. Anyways, the masses | 
are not coming out on the streets to overthrow their rulers whose corruption 
and despotism have been exposed. No point embarrassing the system and the 
rulers so much, if at the end of the day you have to live with them — that seems 
to be the attitude of ordinary people who cannot all withdraw into 
underground hacker sub-cultures even as they realize that this system is built 
on a lie and mere accountability of the government is not going to really help. | 
We have heard of tears that the revolution will be killed if you expect it to be 
televised. But with Wikileaks’ crusade against ‘power’, it is clear that the 
revolution will not be televised — worse, it will be digitized, cyberised! 

We can safely conclude that Wikileaks have by now become yet another 
fact of life, yet another spectacle — in fact journalism and not anarchism! It is 
therefore an open question: did Wikileaks use the New York Times and the 
Guardian, for its anarchist purposes or was it the other way round? The jury 
is clearly out on this. And yet the rupture that is Wikileaks must be upheld in 
these times of the exhaustion of utopian and radical energies. Upholding this 
rupture might mean that we have to retrieve Wikileaks from Assange himself, 
or perhaps we should strive for “Wikileaks beyond Wikileaks’! We might even 
reasonably hope that the shadowy cyber-anarchist crew shall give up their aura 
of elitist radicalism and pave the way for a larger collective resistance — hence 
making this rupture not all that empty, not all that avant gardist. The process 
is still unfolding, and speculation about whatever may come next will not stop 
us from saluting these amazing comrades for their will and determination and 
expressing our solidarity with what they have achieved so far. 
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forcing “independent” global corporations to shut down access to 
Wikileaks, and intervening in the criminal justice systems of supposedly 
sovereign states to pursue Assange (and no doubt, soon enough, others). 
It is hard to imagine a more thorough exposure of the hypocrisy of the 
vaunted attachment to “freedom” of speech and information endlessly 
spouted by officials of the U.S. regime and by its mouthpieces of the 
global neoliberal media monopolies. 

Also of great utility is the orchestrated response to the Wikileaks 
disclosure from the “human rights” NGOs that play so important a role 
in subverting the intellectuals of “civil society” in the developing world 
through lucrative: employment, grants and other disbursements of money 
-and privilege, always accompanied (of course) by high sounding words. 
Like snarling dogs, a collection of these outfits immediately—well | 
knowing their role—rushed to their wounded master’s defense, 
denouncing and snapping at Wikileaks. The list is useful: Reporters sans 
Frontieres, Amnesty International, Campaign for Innocent Victims in 
Conflict, Open Society Institute, the Afghanistan Independent Human 
Rights Commission, and the International Crisis Group. Suddenly the 
nuanced game of independence from, and even on occasion confrontation 
with, imperial neoliberal state power was shown to be but theatre. We 
urge our readers to keep careful it of those in our communities on their 
payrolls. 

Yet internet resistance to U.S. impenalism by an emerging 
international community of lakers and hackers, welcome as it is, is but a 
first step. Saroj Gin, Assistant Professor of Political Science at Delhi 

University, offers, in the following essay, a useful framework in which to 
understand the emerging phenomenon. | 


Wikileaks, or the Radical Gesture and its Emptiness 
= Saroj i 


It surprises no one that Sarah Palin and other right-wingers are asking 
for Julian Assange’s head but how do we make sense of the opposition to 
Wikileaks from those whose professed objective is to promote ‘citizens’s 
‘right to know’. The Wall Street Journal reported that ‘Wikileaks and Mr. 
Assange risk being isolated from some of their most natural allies in the 
wake of the documents’ publication’. Amnesty International, Campaign 
for Innocent Victims in Conflict, George Soros’s Open Society Institute, 
the Afghanistan Independent Human Rights Commission, and the 
International Crisis Group have severely criticised Wikileaks for releasing 
material which might risk the lives of many. However this is not the only 
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There have been moments when an event catches the public eye, and 
suddenly illuminates a process of decay and disintegration that has been __ 
proceeding in the. background, slowly, step-by-step. The outrage and 
. national. attention, focused on the conviction of, and imposition of life 
sentence on, Dr. Binayak Sen for “Sedition” is such a case. The process 
in question is the utter collapse of the majority of the Indian Judiciary into 
an agency of the political police. 

Our reality is that the supposed “rule of law” has decayed into a 
sinister farce over vast areas: most notably Kashmir, Chhattisgarh, and 
much of the north-east: A police state regime that arose on the frontiers is 
slowly step-by-step extending itself into the core. The rot of corruption 
and injustice has now reached the heart. The immense significance of the 
judgment against Binayak Sen is that it strikes directly at whatever hope 
remains for a peaceful means of arresting, or even reversing, this deadly 
process. 
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REVIEW OF THE MONTH 
Ecological Civilization 
Fred Magdoff | 


Given the overwhelming harm being done to the world’s environment and 
to its people, it is essential today to consider how we might organize a truly 
ecological civilization—one that exists in harmony with natural systems— 
instead of trying to overwhelm and dominate nature. [his is not just an ethical 
issue; it is essential for our survival as a species and the survival of many other 
species that we reverse the degradation of the earth’s life support systems that 
once provided dependable climate, clean air, clean water (fresh and ocean), 
bountiful oceans, and healthy and productive soils. 

There are numerous ways to approach and think about the enormous 
harm that has been done to the environment. I will discuss the following: (1) 
the critical characteristics that underlie strong ecosystems; (2) why societies 
are not adequately implementing ecological approaches; and (3) how we 
might use characteristics of strong natural ecosystems as a framework to 
consider a future ecological civilization. 


I. Ecological Principles: Learning from Nature 


The study of ecology developed as scientists began to understand how 
natural systems functioned. Scientists quickly realized that they needed to 
think and study in a multidisciplinary fashion—there was no way to 
comprehend the full complexity of such systems by focusing on one particular 
discipline, or sub-discipline. In fact, even after intense study, it is usually 
impossible to understand fully a highly complex system—-with interactions and 
positive and negative feedback loops—to the extent that you can accurately 
predict all the results that will occur when you intervene in some way. 


Frederick Engels described this phenomenon well, over a’ century ago in 
1876: i 


Let us not... flatter ourselves overmuch on account of our human victories ` 
over nature. For each such victory nature takes its revenge on us. Each 
victory, it is true, in the first place brings about the results we expected, 
but in the second and third places it has quite different, unforeseen effects 


FRED MAGDOFF (fmagdoff@uvm.edu) is professor emeritus of plant and soil science at 
the University of Vermont and adjunct professor of crop and soil science at Comell University. 
His most recent book is Agriculture and Food in Crisis (co-edited with Brian Tokar, Monthly 
Review Press, 2010). This article is slightly revised from his presentation to the Marxism and 
Ecological Civilization Conference at Fudan University, Shanghai, November 17, 2010. 
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which only too often cancel out the first. The people who, in 
Mesopotamia, Greece, Asia Minor, and elsewhere, destroyed the forests 
to obtain cultivable land, never dreamed that by removing along with the 
forests the collecting centres and reservoirs of moisture they were laying the 
basis for the present forlorn state of those countries. When the Italians of 
the Alps used up the pine forests on the southern slopes, so carefully 
cherished on the northern slopes, they had no inkling that by doing so they 
were cutting at the roots of the dairy industry in their region; they had still 
less inkling that they were thereby depriving their mountain springs of 
water for the greater part of the year, and making it possible for them to 
pour still more furious torrents on the plains during the rainy 
seasons.... | hus at every step we are reminded that we by no means rule 
over nature like a conqueror over a foreign people, like someone standing 
outside nature—but that we, with flesh, blood and brain, belong to nature, 
and exist in its midst, and that all our mastery of it consists in the fact that — 
we have the advantage over all other creatures of being able to learn its 
laws and apply them correctly.! 


Learning to “know and correctly apply” the “laws” of nature has 
progressed greatly since E.ngels’s time. Although we must always proceed 
with caution when working with complex ecosystems (as Engels warned, there 
may be unforeseen consequences), much has been learned about how natural 
systems operate, about the importance of the interactions of organisms among 
themselves and with their physical/chemical/climatic environment. There are 
fragile natural ecosystems that are easily disturbed, and may become degraded 
as a result of slight disturbance. However, many natural ecosystems are 
strong, able to resist significant perturbation and/or quickly return to normal 
functioning following a disturbance. Natural disturbances of an ecosystem 
may be sudden—a wildfire started by a lightening strike, huge winds 
generated by hurricanes, floods, etc.—or gradual, as with changes in long- 
term precipitation trends. More resilient systems are better able to adapt to 
long-term gradual changes as well as sudden ones. 


Metabolism and Metabolic Connections 


The term metabolism is usually used in reference to the work done inside 
an organism or a cell as it goes about its normal operations: the building up of 
new organic chemicals and the breaking down of others, the recovering of 
energy from some compounds, and the use of energy to do work. But a-cnitical 
part of the metabolism of a cell or large organism is the exchange of materials 
with the environment and other organisms: objaining energy-rich organic 
molecules and mdividual elements necessary to make all the stuff of life, 
including oxygen, carbon dioxide, nutrients (such as nitrogen, phosphorus, 
potassium, and calcium), and water. Without access to these resources outside 
itself, an organism would run out of energy and die. Plants and animals, as 
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well as fungi and most bacteria, need to be able to obtain oxygen from the 
atmosphere or water in order to live. In addition, all organisms must rid 
themselves of waste products such as carbon dioxide that can be toxic if 
allowed to accumulate inside the organism. Thus, metabolism involves not 
only processes internal to the organism but also a continual exchange of 
materials between an organism and its immediate environment—the soil, air, 
water, and other organisms. (See Figure |.) 

Almost all organisms use the energy derived from sunlight—either 
producing it themselves by photosynthesis or feeding on plant material or 
organisms that have themselves fed on plant material. However,‘ organisms, 
from the “simplest” bacteria to mammals, interact with one another and with 


Figure 1. Soil-plant-animal-atmosphere metabolic interactions 
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(b) Energy-tich compounds (c) Soil organisms help supply needed nutrients 


produced by photosynthesis and produce compounds that stimulate plant 
stimulate organisms close to roots growth and defenses against diseases 
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the chemical and physical aspects of their local environment. The waste of one 
cell—or the whole organism itself—becomes food’ for’ another. And many 
organisms contain other organisms, either inside or on their surfaces, most 
living in a mutually beneficial, symbiotic association. The huge number of 
bacteria inside the human gut (as there are inside those of other animals) 
plays an important part in our oe and assists in the normal 
functioning of the body. 

Soil is not just a medium for supporting plants so they can grow ones It 
is also composed' of minerals, gases (atmosphere), water, decomposing 
organic material, and literally millions of organisms such as fungi, bacteria, 
nematodes,. earthworms, and so on, all continually interacting and providing 
resources to one another. There is a strong metabolic interaction between 
plants and soil. Plants, as they grow, provide food for.many soil organisms, as 
material produced'by photosynthesis in green tissue is translocated to the roots 
and exuded. Gee Figure I, which outlines some of the main metabolic 
connections in a natural ecosystem in which humans are part.) 

Many of the microorganisms close to roots provide organic chemicals that 
support healthy plant growth. All plants also take up nutrients such as 
potassium, phosphorus, magnesium, calcium, and nitrogen. Some plants, — 
such as legumes, which function symbiotically with bacteria inside the plants, 
supply energy-rich products of photosynthesis to the bacteria, which in turn 
supply the plant with available forms of nitrogen. When plants or plant roots 
die, they become food for fungi and bacteria that then become energy sources 
for organisms such as nematodes that then become food for other organisms 
further up a complex metabolic foodweb of life. (A foodweb is the term now 
used in place of food chain—because organisms are connected in complex, 
branching ways and not in an orderly, ladder-like chain.) Although plants 
make their own energy-rich compounds using the sun’s energy to power 
photosynthesis, the essential inorganic compounds that plants take up from the 
soil also participate in the foodweb. As’ organisms feed on dead plant 
material, they use energy contained in the residue for their life processes and, 
at the same time, convert nutrients in their food into forms that can be used by 
plants in the future. . 

Plants living in the same ecosystem are frequently connected to one 
another metabolically. The release of available nitrogen from a legume can, 
for example, be taken up by a neighboring grass plant. The threads of fungi 
(hyphae) that help plants take up water and nutnents frequently connect one 
plant to another. In addition, some plants provide resources and refuge to 
insects that attack insects that feed on other plants. 

Plants and soils are important participants in the hydrologic cycle. Plants 
take up water from soil and use’some for growth, while most water evaporates 
from leaves, returning to'the atmosphere to fall back to Earth again as rainfall. 
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Precipitation may filter into the soil and be stored there for plants to use, or it 
may percolate down to recharge the water table. If the soil is open and porous 
and has a cover of organic mulch, a high percentage of rainfall can infiltrate. 
‘Conversely, if soils are compact and have no surface organic mulch and few 
plants, rainfall tends to run off the land, eroding soil as it flows. 

There is also an intimate and important metabolic connection between 
plants and higher animals, as animals feed on plants (or other animals that fed 
on plants), using nutrients from the soil and solar energy that have been stored 
in plants. In the living and reproducing processes of animals, energy is used to 
do work, and nutrients are returned to the soil as waste materials. There are 
3trong animal-to-animal metabolic relationships, as carnivores, omnivores 
(humans included), parasitoids (insects that parasitize other insects), etc. go 
about their normal lives. 

Humans create forms of metabolic interaction with the earth in many 
ways—agricultural systems, fishing, mining, production and use of industrial 
commodities, production and utilization of transportation systems, heating 
homes and cooking, disposing of solid waste (garbage), changing the 
landscape to accommodate road construction, etc. However, in this section, 
we include only human metabolic relationships with the earth as they are 
expressed through the consumption of food and excretion of bodily waste. 
This allows us to focus on what can be learned from natural systems. 


Strong Natural Ecosystems 


The continuity of the natural soil-plant-animal metabolic connections is 
critical to maintaining strong ecosystems. And within the soil, the metabolic 
interactions of the great diversity of organisms help provide the nutrients and 
stimulating compounds that are essential for growing healthy plants as well as 
enhancing infiltration of rainfall and storage capacity for water for later use by 
plants. | 
A number of characteristics can be thought of as diilan supporting strong 
natural ecosystems. These have been described as follows: 

Diversity. A great biological diversity, both aboveground and in the soil, 
characterizes many strong natural ecosystems in temperate and tropical 
regions. The metabolic connection between so many organisms provides 
biological synergies, nutrient availability to plants, checks on disease or 
insect outbreaks, etc. For example, competition for resources and specific 
antagonisms (such as antibiotic production by some soil bacteria) among 
the multitude of soil organisms usually keep soil borne plant diseases from 
severely damaging a natural grassland or forest. And a great diversity in 
species aboveground (plants and animals) and in the soil, some with 
overlapping niches or functions, means that if one 1s harmed by a disease or 
insect, there are frequently others that promote the continuity of ecosystem 
functioning. 
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Efficient Natural Cycles through Closely Linked Metabolic Relationships. 
Efficiency of natural systems’ natural cycles is arrived at through close 
biological interactions and associations and biological synergies. Tight 
energy and nutrient flows—with litte wasted or “leaking out’—are 
characteristic of strong natural systems. Because of the wide variety and 
great populations of organisms and their many natural niches in soils and 
on the soil surface and the presence of significant quantities of stored solar 
energy in crop and manure residues, energy flows efficiently, as organisms 
consume organic residues and one another. Natural ecosystems with healthy 
soils and diverse plant species also tend to be efficient in capturing and 
using rainfall and in mobilizing and cycling nutrients. This efficiency in use 
of nutrients, energy, and water helps to keep the ecosystem from “running 
down” through the excessive loss of energy and nutrients (and topsoil) and, 
at the same time, helps maintain the quality of the groundwater and surface 
waters. Precipitation: tends to enter the porous soil, rather than run off, 
providing water to plants and recharging ground water, slowly releasing 
water to springs, streams, and rivers. 

Self-Sufficiency. À consequence of diversity and efficient natural cycles is 
that natural terrestrial ecosystems are self-sufficient—requiring only inputs 
of sunlight and rainfall. Natural ecosystems run on current and recently 
past solar energy (stored as soil organic matter). The sun’s energy, 
captured by green plants, is then used by many organisms, as fungi and 
bacteria decompose organic residues and are then fed upon by other 
organisms, which are themselves fed upon by others, higher up the 
foodweb. 

Cycling of nutrients from soil to plant to animal and back to soil is essential 
for an ecosystem to be stable and resilient. There are low levels of nutrients, 
such as nitrates, that come along with rain and are deposited as dust settles. 
Other nutrients then become available as soil minerals dissolve. But, to a 
great extent, nutrients cycle and energy flows efficiently within the system. 
As organisms decompose dead plants and animals, nutrients are recycled at 
the same time that energy stored in the food source is utilized. The essential 
nutrient, nitrogen, needed for making proteins, is provided by a number of 
species of bacteria (free living as well as those living symbiotically on or in 
plant roots) that are able to convert nitrogen gas in the atmosphere into 
amino acids, directly usable by plants, and to release mineral forms of 
nitrogen that plants can also use. 

Self-Regulation., With plants and animals filling the numerous niches 
aboveground, many species are able to exist side-by-side, for instance, in 
grasslands. But they metabolically interact with one another and are 
intimately connected. Because of the great diversity of organisms present, 
outbreaks (or huge population increases) of diseases or insects that 
severely damage plants or animals are uncommon. For example, a 
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particular beetle that feeds on plants may encounter numerous other 
species that keep its population from getting too high—“a variety of 
predatory bugs and beetles in the foliage of the plants, and pathogenic 
nematodes and nine that inhabit the soil attack pupating adults below 
ground.”* 

Animals have many systems to defend themselves when under attack by 
other organisms, including, in mammals, their own immune systems. But 
plants also have a number of defense mechanisms—some stimulated or 
induced by soil organisms—that help protect them from attack by fungi and 
bacteria. [here are also organisms that prey on (or lay their eggs in) insects 
that feed on plants. Amazingly, plants being eaten by plant-feeders 
(herbivores) send out chemical signals that recruit the specific organism to 
attack the particular plant-feeders.” 

Resiliency through Self-Renewal. Disturbances occur in all ecosystems, 
natural or not. The stronger ecosystems are more resistant to disturbances 
and are able to bounce back quicker.* Such resiliency is the “bottom line” 
characteristic of strong and stable ecosystems, with other characteristics 
contnbuting to the ability for self-renewal. Seeds stored in the soil, which 


germinate after a fire are an example of the self-renewal of plants. 


Are There Lessons to Learn from Bees? 


The natural world contains many interesting examples that may have some 
analogies in human activity. For example, when beehives grow too large, bees 
swarm to a temporary location. Scouts go out in different directions and then 
report back by performing a dance that provides information about the 
location scouted and its conditions. Other bees congregate around the original 
scout, they think has selected the best site. When enough bees agree on one of 
the locations, the entire swarm then goes off to build a hive there." 

When a large enough number of bees agree about a site, they end up 
selecting the best one. There is an analogous situation with humans. People 
in groups, provided with the necessary information, tend to make better 
decisions than individuals making decisions for the group. A diversity of 
people (backgrounds, skills, outlooks) allows a group to evaluate issues better. 
Because they are, as a group, involved in the decision-making process, they 
feel more ownership of the decision and a desire to help implement it. ` 


ll. Why Are Societies Not Applying Ecological Knowledge? 


With every day that passes we are acquiring a better understanding of 
these laws and getting to perceive both the more immediate and the more 
remote consequences of our interference with the traditional course of 
nature. In particular, after the mighty advances of natural science in the 
present century, we are more than ever in a position to realise, and hence 
to control, also the more remote natural consequences at least of our day- 
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to-day productive activities. But the more this progresses the more will 
men not only feel, but also know their oneness with nature, and the more 
impossible will become the. senseless and unnatural: idea of a contrast 
between mind and matter, man and nature, soul and body. 


—Frederick Engels, 1876° 


Although the science of ecology was born in the nineteenth century, it 
developed only gradually over the years. Dumnng this process, our 
understanding about the functioning of natural systems and the interaction of 
organisms with the environment has deepened. How can we reconcile this 
growing knowledge with the accelerating pace of environmental destruction? 
The answer is that nearly the entire world is now. part of a global capitalist 
system, which is, at its heart, an anti-environmental economic/social system. 
Having accumulation of capital without end as its motivating force and only 


goal, capitalism creates environmental havoc locally, regionally, and globally. 
As Engels explained: 


- As individual capitalists are engaged in production and exchange for the — 
sake of the immediate profit; only the nearest, most immediate results must ` 
first be taken into account.: As long as an individual manufacturer or 
merchant sells a manufactured or purchased commodity with the usual 
coveted profit, he is satisfied, and does not concern himself with what 
afterwards becomes of the commodity and its purchasers. The same thing 
applies to the natural effects of the same actions. What cared the Spanish . 
planters in Cuba, who bumed down forests on the slopes of the mountains 

_and obtained from the ashes sufficient fertiliser for one generation of very 
highly profitable coffee trees—what cared they that the heavy tropical 
rainfall afterwards washed away the unprotected upper stratum of the soil, 
leaving behind only bare rock!’ 


. These words are; if anything, more , critical today than when Engels wrote 
hoa The accumulation of capital, the driving and motivating’ force of 
capitalism, leads naturally to many consequences that harm the environment. 
The system procéeds assuming—contrary to all evidence—unlimited 
resources (including cheap energy) and unlimited oo “sinks” for wastes 
generated. ` 

Human activity = ‘or greatly alters the metabolic connections 
discussed above and tends to impoverish and weaken the ecosystem, making it 
function less effectively and with less resilience. Although human-induced 
metabolic disturbances and rifts occurred in the precapitalist era—for 
example, the cutting down of forests in the Mediterranean region thousands of . 
years ago led to accelerated runoff of rainfall, soil erosion, and the drying of 
springs in the dry season—the logic of capitalism and the technology it 
developed, along with the increased number of people on Earth, led to much 
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greater and more intensive disruptions in the natural cycling of matter, 
affecting not only local and regional ecologies, but global ones as well. 
Recognition of problems that arise as metabolic rifts occur commonly 
brings about interventions to counteract the effects, or attempts to shift the 
problems around. But the result more often than not, as Engels pointed out, is 
the emergence of unanticipated secondary and tertiary effects, many of which 
are extremely detrimental. The effects of both the ecological rifts and their 
attempted remedies are local, regional, and global. Hence, there are numerous 
examples of severe degradation, if not the actual breaking of soil-plant-animal- 
atmospheric metabolic relationships. (See Figure 2 for nifts during 
development of cities and capitalist agriculture; Figure 3 for consequences of 
interventions to try to deal with rifts; and Table | on the entre set of 
disturbances and their consequences.) = 


Figure 2. Interferences in soil-plant-anima-atmosphere metabolic 
interactions 
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Figure3. Reactive interventions and primary consequences 
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Rifts in Nutrient Cycles (see fal i in Figures 2 and 3) 


A number of ningteenth-century observers were concerned with an n aspect 
of capitalism that is still a problem today, though in an increasingly egregious 
form—the breaking of the cycle of nutrients from soil to plants and farm 
animals to humans and back to soil, with all its ramifications. For example, 
Marx wrote in Volume I of Capital: 


Capitalist production collects the population together in great centres, and 
' causes the urban population to achieve an ever-growing 
preponderance.. ..[I]t disturbs the metabolic interaction between man and 
the earth, i.e., prevents the return to the soil of its constituent elements 
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consumed by man in the form of food and clothing; hence it hinders the 
operation of the eternal natural condition for the lasting fertility of the soil.’ 


Until the discovery of phosphate deposits and the practice of making the- 
phosphorus in them more available to plants, one of the sources of phosphorus 
for European agriculture became the bones of former soldiers—which were 
harvested from the Napoleonic battlefields and burial grounds. The quest for 
nutrients to replenish soils in the later part of the nineteenth century led to 
“guano imperialism,” as countmes competed to capture islands rich in this 
natural fertilizer.? Peru had the world’s richest guano deposits and was the 
center of the international guano trade. 

Imported Chinese laborers (“coolies”) worked on the guano islands, 
extracting this valuable fertilizer for export to the global North. 
Undernourished, physically beaten, choking on dust, they labored as beasts of 
burden under conditions, as noted by Marx, “worse than slavery.”’° Today 
huge quantities of nitrogen fertilizer are produced by the Haber-Bosch 
process, while large amounts of potash and phosphorus minerals are mined 
and treated. The use of increasing amounts of energy (especially for nitrogen 
production) by the Haber-Bosch process, as well as-by mining and processing 
of phosphorus, causes great ecological disturbance and pollution. 

The metabolic nft of people removed from land that produces their food 
continues unabated with the transfer of large populations from rural areas to 
cities. This phenomenon that began in earnest with the Bntsh land 
foreclosures that forced peasants off the land between the fifteenth and 
nineteenth centuries continues today with modern foreclosures, as farmers in 
Latin America, Africa, and Asia are forced off the land and migrate to cities 
that hold few jobs for them. Most enter the “informal economy” and struggle 
for existence.” | 

‘In the second half of the twentieth century, another rupture of nutrient 
cycling occurred as large, integrated capitalist firms concentrated beef cattle 
feedlots, poultry production, and hog operations near slaughtering facilities. 
This overwhelmed the supplies of locally grown feed sources, forcing the 
importation of feed, mainly corn and soy, from hundreds, even thousands, of 
miles away. [his had two effects: the depletion of nutrients on grain farms 
(forcing them to purchase large amounts of commercial fertilizers) and the 
accumulation of mountains of manure on animal farms (causing water 
>ollution due to the excess level of nutrients). 

A further accentuating factor was caused by a change in crop rotations. 
Perennial forage legumes and grass-legume mixtures were once a central part 
of farm rotations. The multiyear hay and pasture crops produced numerous 
positive effects. One of these was that the nitrogen remaining from the 
legumes could be supplied to following crops of grains such as corn or wheat. 
Tractors replaced animal traction, beef cows were increasingly raised in larze 
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feedlots, and dairy cow numbers per farm grew. Many former dairy or mixed ` 
crop-livestock farms were converted to mechanized crop farms, often raising 
only grains and soybeans. These “cash grain” farms had no use for rotations 
containing perennial legumes to feed as hay or to pasture animals—because 
they had no farm animals. Nor did their neighbors. Thus, many farms 
stopped producing their own nitrogen (from legumes) for grain crops and 
were thereby compelled to purchase large amounts of nitrogen fertilizer— 
produced with massive amounts of energy, usually natural gas. (Although soy, 
an annual crop, is a legume, it leaves little nitrogen available for a following 
grain crop.) ; 


Rifts in the Circulation of Organic Matter and the Carbon Cycle (see 
[a] and [f] in Figures 2 and 3) 


When discussing soil organic matter, keep in mind i as with all organic 
compounds, it is composed of carbon-rich substances. In fact, there is about 
three times more carbon stored in soils in the form of soil organic matter than 
is in the atmosphere. Agricultural practices affect how much carbon is stored 
in soils as organic matter and how much is released back into the atmosphere 
as carbon dioxide. When forests or grasslands are converted to agricultural 
production, there is usually a great loss of organic matter from the soil, as 
plowing and other disturbances accelerate the use of stored organic matter by 
organisms. This accelerated microbial metabolism leads to massive carbon 
dioxide emissions into the atmosphere. Once soil organic matter is very 
depleted (see below), the soil may stop being a net source of carbon dioxide to 
the atmosphere. | 

In addition to influencing nutrient cycling, the separation of humans and 
farm animals from the land that grows their food contributes to the break in 
the soil-plant-animal-human organic matter cycle. Decreased return of organic 
residue to the soil means that less food is provided to soil organisms. This 
occurs not only because manure and human waste are not returned to the field 
but also because of the more simplified agroecosystems that eliminate soil- 
building perennial hay crops from rotations. Although some crop residues 
remain in the soil in these simplified systems, organic matter declines or 
remains low, and organisms have less food, reducing the population and 
diversity of soil life. | 


Disruption of the Hydrologic (Water) Cycle 
{see [d] and [e] in Figures 2 and 3) 


Numerous practices of capitalist development—such as concentrating 
people in large cities, raising animals on factory farms, over-pumping water 
from aquifers for irrigation, clearcutting of forests, and mountaintop removal : 
for coal mining—have caused a significant alteration in the hydrologic cycle in 

ways that have degraded local and regional ecosystems. 
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The enormous amount of water being pumped from aquifers—mainly to 
irrigate crops—is having a significant effect on the global hydrologic cycle. 
“People are drawing so much water from below [ground] that they are adding 
enough of it to the ocean (mainly by evaporation, then precipitation) to 
account for about 25 percent of the annual sea level rise across the planet.” 
In important agricultural areas such as northwestern India, northeastem 
China, northeast Pakistan, California’s central valley, and the Great Plains of 
the United States, waters are being pumped from aquifers in such excess that 
water. tables are falling rapidly, threatening continued irngated agriculture. 
With much of the water for imigation coming from the world’s rivers, some 
rarely reach their normal outlets—for example, China’s Yellow River, the 
Colorado River in the United States and Mexico, and the Euphrates and 
Tigris Rivers in the Middle East. Although damage occurs to life in the 
estuaries, most of the water used for irrigation is transpired by plants and 
evaporated from soils and is then returned as rainfall. 

As simplified agroecosystems develop, and less land is devoted to 
perennial hay/pasture crops, less organic matter is returned to soils (see 
“organic matter cycle above”). As organic matter decreases, soil structure 
deteriorates, and water infiltrates more slowly into the soil. Use of heavy 
equipment, especially when the soil is wet, causes compaction. Under these 
conditions, a significant portion of rainfall, especially from intense storms, 
runs off the land, causing soil erosion that takes organic matter-ennched 
topsoil. Plants thus become more dependent on irrigation, even in humid 
regions. 

Clearcutting, the quickest way to make money from forests, leaves the soil 
without trees to intercept rainfall and lesser. its impact. As roots die, their 
ability to hold onto soil decreases. Surface organic matter may also decrease, 
enhancing erosion. In large tropical rainforests, water vapor lost to the 
atmosphere by transpiration from tree leaves travels downwind and returns to 
the forest as precipitation. The loss of large areas of tropical rainforest greatly 
reduces this continual cycling of water—with more running off into streams 
and rivers. 

- As cities and suburbs and shopping centers grow, and streets are paved, 
there is less exposed soil for water infiltration. This results in larger runoff 
volumes during rains, less recharge of local aquifers, and less streamflow 
during periods of low rainfall. 

Rifts in the Interactions among Organisms 

(see [b} and [c] in Figures 2 and 3): 


Simplified agroecosystems (few crops [with homogenous genetics], short 
rotations, eliminating hedge and tree rows) in place of forests and grasslands, 
and removing animals from crop farms cause decreased plant/animal diversity 
aboveground and. diversity of organisms belowground. There are fewer 
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habitats for wildlife and for beneficial organisms in and around fields. Within 
the soil, the decreased quantities and variety of organic matter return leads to 
decreased soil organic matter levels and decreased diversity and organism 
activity. As plant, soil, and animal biodiversity decreases, outbreaks of insect 
pest and diseases become more common (less self-regulation), inducing the 
use of increasing amounts of pesticides. (An interesting experiment in China 
has shown that providing genetic diversity by growing different varieties of rice 
in alternating strips can help decrease disease prevalence.**) 


Interventions to Try to Bridge Metabolic Rifts—Or Transfer the Problems 
Elsewhere 

Faced with the problems associated with severely degraded metabolic 
relationships, the main responses have been as follows (see also Figure 3): (1) 
transport food and feed large distances to cities and to where farm animals are 
concentrated, routine use of antibiotics in animal feed; (2) apply large amounts 
of fertilizers on crop farms to deal with the rift in the nutrient and organic matter 
cycles; (3) use pesticides to overcome insect, weed, disease, and nematode pests that 
_ develop with simplified systems (monocultures, poor rotations, and depleted soil 
organic matter); (4) use extra imgation water to deal with decreased ability of soil to 
allow rainfall to infiltrate and to store water for plants; (5) transport water from water 
surplus regions long distances to where aquifer and river water is depleted. 

The interventions then have the unintended effect of water pollution by 
nutrients and pesticides, and contamination of farmer, farm worker, and food 
with pesticides and.development of antibiotic-resistant bacteria. More and 
more interventions are needed to obtain reasonable crop yields. from soils 
depleted of organic. matter, with low amounts of biological diversity, and 
greatly simplified aboveground agroecosystems. 


The Complexity of Ecological Disruptions 
Marx emphasized the loss of “the lasting fertility of the soil” as a esili of 


the net export of nutrients, as people moved (or were forced to move) to cities 
during the early phase, of capitalist development. This created what he called 
an “irreparable rift in the interdependent process of social metabolism, a 

metabolism prescribed by the natural laws of life itself.”"* But many of the 
large-scale agricultural systems are inefficient at cycling nutrients for other 
reasons, as well. Huge amounts of nitrogen fertilizer are lost in growing corn 
on most farms, as nitrate leaches into ground water, which then contaminates 
streams and rivers. (Significant amounts of phosphorus also tend to be lost 
from these systems, along with sediments in’ surface runoff and erosion.) 
Excess nitrate from the corn grown in the U.S. Midwest is believed to be the 
primary cause of the low-oxygen (sometimes called “dead”) zone at the mouth 
of the Mississippi, River. There are hundreds of these low-oxygen zones 
around the world,; the largest of which occurs in Europe’s Baltic Sea. A 
smaller, though significant, amount of soil nitrogen is converted to nitrous 
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oxide and diffuses into the atmosphere where it is a potent greenhouse gas, 
and also destroys ozone in the stratosphere. 

The need to use so much fertilizer results from losses of nutrients in runoff, 
the leaching and volatilization in inefficiently designed systems, and separation 
of people and animals from the land that produces their food. One 
consequence of continuous loss of nutrients from soil is the need to import 
fertilizers on crop farms, with severe environmental cost in terms of mining 
disruption and energy use. Production of nitrogen fertilizer is especially 
energy intensive. Approximately 1,200 mř of natural gas is needed to produce 
one metric ton of anhydrous ammonia fertilizer (equivalent to about 1,700 kg 
of N).!* Approximately one third of the energy used to grow a crop of com in 
the U.S. Midwest is used to produce, ship, and apply nitrogen fertilizer. And 
every ton of phosphorus as fertilizer, after acid nas been added to the rock to 
make it more soluble, results in five tons of waste, which contains radioactive 
substances and leaches highly acidic water. In addition, the world may be 
close to “peak phosphorus” extraction, after which phosphorus will be more 
expensive and difficult to obtain. The lack, or prohibitively high cost, of 
phosphorus fertilizers may turn out to be one of the largest disruptions in the: 
world’s agriculture. 

As discussed above, the changes in agricultural practices accompanying 
agricultural intensification go far beyond the issue of the depletion of soil 
nutrients and suggest ramifications for other metabolic connections. 

Another critical issue is the abysmal treatment of labor in capitalist 
agricultural systems. Migrant workers, especially those from other countries, 
have few rights and are frequently treated as virtual slaves. Farm laborers and 
` their families are also commonly heavily contaminated with pesticides. 
Conditions of labor on large agricultural plantations, mainly in Africa, Latin 
America, and Asia, are usually the most exploitative. Workers are paid very 
low wages, violence or immediate firing is used to stop unionization, and 
pesticides (many banned in the rich countries) are used freely, with severe 
health effects. a 

Groundwater may be contaminated with pesticides, as well. For example, 
Costa Rica’s coordinator for the Pesticide Action Network told a news 
reporter that the pineapple plantations “use organophosphates, 
organochlorines, hormone disruptors, chemicals that are known to cause 
cancer, chemicals that are reproductive toxins.”’° And it is not just the 
workers and local water that are contamimated—o is the produce that people 
eat. Some 94 percent of the pineapples imported to Britain from Costa Rica 
contained “residues of the fungicide triadimefon, a reproductive toxin and 
suspected hormone disruptor.” | 
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The Wider Metabolic Rifts Engendered by Industrial 
Production/Consumption 


We have discussed ‘almost exclusively natural systems and the causes arid 
consequences of disturbed metabolic relationships that have occurred with the 
introduction and growth of capitalist agriculture. A full discussion of 
degraded metabolic relationships and other problems associated with the 
industrial/service economy in general is beyond the scope of this paper. 
However, we must at least note that industrial mining and refining of raw 
materials and production of commodities, with profit as the sole aim, result in 
significant environmental problems, such as: (1) numerous toxic chemicals are 
used (polluting human bodies and the rest of the ecosystem); (2) carbon 
dioxide and other pollutants are emitted by power plants and oil refinenes; 
(3) nonrenewable resources are depleted and renewable resources are 
undermined and even depleted; (4) the land itself is destroyed in such 
ventures as “mountaintop removal” in the mining of coal; (5) the massive 
production of unneeded commodities for a small minonty of the world’s 

population (and persuading them to buy them), while not meeting the basic 
needs for a larger portion of humanity. 

The characteristics of capitalist economies derive from the motive an 
the accumulation of capital without end.’ As Richard Levins has explained, 
“Agriculture is not about producing food but about profit. Food is a side 
effect.”"® The same could be said about the production of almost anything, or 
the provision of any service in a capitalist system. Capitalism, in its pursuit of 
accumulation of capital as means to further accumulation, “ad infinitum,” 
engages in extreme forms of both the division of labor and the division of 
nature. [he result is to simplify and degrade them both, creating metabolic 
disturbances and rifts between human beings and nature and ruptunng the 
entire social metabolism. 


Hl. Creating an Ecological Civilization 

' Capitalism is incompatible with a truly ecological civilization because it is 
a system that must continually expand, promoting consumption beyond 
human needs, while ignoring the limits of nonrenewable resources (the tap) 
and the earth’s waste assimilation capacity (the sink). As a system of 
possessive individualism it necessarily promotes greed, individualism, 
competitiveness, selfishness, and an Après moi le déluge philosophy.” Engels 
suggested that “real human freedom” can be achieved only in a society that 
exists “in harmony with the laws of nature. ”?! 

Although it is impossible to know what future civilizations will be like, we 
can at least outline charactenistics of a just and ecologically based society. As a 
system changes, it is the history of the country and the process of the struggle 
that bring about a new reality. However, in order to be ecologically sound, a 
civilization must develop a new culture and ideology based on fundamental 
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principles such as substantive equality. It must (1) provide a decent human 
existence for everyone: food, clean water, sanitation, health care, housing, 
clothing, education, and cultural and recreational possibilities; (2) eliminate 
the domination or control of humans by others; (3) develop worker and 
community control of factories, farms, and other workplaces; (4) promote easy 
recall of elected personnel; and (5) re-create the unity between humans and 
natural systems’ in all aspects of life, including agriculture, industry, 
transportation, and living conditions. 

An ecological society is one that will need to be the opposite of capitalism 
in essentially all aspects. It would: (1) stop growing when basic human needs 
are satisfied; (2) not entice people to consume more and more; (3) protect 
natural life support systems and respect the limits to natural resources, taking 
into account needs of iuture generations; (4)make decisions based on long- 
term societal/ecological needs, while not neglecting short-term needs of 
people; (5) run as much as possible on current (including recent past) energy 
instead of fossil fuels; (6) foster the human characteristics and a culture of 
cooperation, sharing, reciprocity, and responsibility to neighbors and 
community; (7) make possible the full development of human potential; and 
(8) promote truly democratic political and economic decision making for 
local, regional, and multiregional needs. 

When considering the characteristics of strong ecosystems to explore those 
of strong economic/social systems, there will be overlap—some vital traits 
clearly belong to more than one “characteristic” or “pillar.” Nevertheless, the 
analytical separation of these traits/characteristics helps provide a basis for 
organizing our thoughts on the issues involved. An ecological civilization will 
depend on creating appropnate human social-ecological metabolism, so that 
society can perpetually meet human and environmental needs. The discussion 
below is not meant either to be a complete outline or a blueprint, but rather to 
stipulate some of the crucial characteristics of an ecological civilization. 


. Self-Regulation 


Decisions are made—to as great an extent as possible—at the level where 
the effects will be most felt. Self-regulation in this sense is democratic self- 
governing and needs to occur at the workplace, community, multi-community, 
regional, and multiregional levels, so that major political and economic 
decisions are in the hands of an empowered populace. A system of economic 
and political democracy provides better identification of, and solutions to, 
problems. This system will -require a public that is well educated, informed 
about alternative: possibilities, interested, and encouraged to participate in 
making decisions. Although local inhabitants know their area and needs best, 
people must have the knowledge and analytical skills to make informed 
decisions. An embryonic example of this is the system of community councils 


in Venezuela in which one hundred to four hundred families participate in 
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making decisions regarding investment needs in their communities and are 
provided resources to implement these decisions. 

The labor and production process governing the human-social metabolism 
with nature is collectively organized and controlled. Farmers and workers in 
factories and offices—together with their local communities—control their 
workplace. People will be encouraged to participate in leadership, while a 
system also needs to be established for regular review of persons in authonty 
at all levels of society—and easy removal, if necessary. All decisions will take 
into account the meeting of.basic human needs and the allowance for the full 
development of human potential, while maintaining or recreating the healthy 
local/regional/global environment essential for healthy humans and the rest ess 
life. 


Diversity 


It comes in many forms—diversity of opinions and ale (because people 
have different backgrounds and experiences). It can also apply to the details 
about how communities and regions are: organized—as long as all are 
dedicated to similar goals. Diversity provides significant strengths and 
secunty, and adds to the community socially and culturally, as well as 
economically. Better decisions are made by taking into account the thoughts of 
people looking at the same issues through different lenses. Diversity of 
opportunities for education, recreation, development of particular interests 
strengthens the community and society. Biological diversity is encouraged 
through more complex agriculture cropping systems that emphasize building 
healthy soils, and through better integration of less disturbed (“natural”) areas 
within agricultural and urban landscapes. 


Efficient Natural Cycles through Closely Linked Metabolic Relationships 


The concept of capitalist efficiency—simplification of production 
processes, producing with the least amount of (and most unskilled) labor 
possible, lowering labor and other costs to reap maximum profits, using less 
gasoline to travel more miles in your car—will be replaced by ecological 
concepts of metabolic efficiency in the cycling of materials and energy that 
permit the sustainability of the civilization. These rely on synergies that 
develop among people living in cooperation with each other (instead of in 
competition and individualist isolation) and with nature (instead of attempting 
to overwhelm and dominate it). Social metabolism, or human interactions 
with each other, is analogous to the metabolic interactions among nonhuman 
organisms (microorganisms, plants, insects, other animals) in natural systems. 
Working fewer hours—if everyone participates to produce life’s needs— 
means that people will have more time to spend with family and community. 
And stronger communities are developed when individualism, consumerism, 
and competition are replaced with cooperative ties among people, as the 
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communities develop procedures and systems for meeting the basic physical, 
cultural, and recreational needs for everyone. | 

Principles of ecological design will-be used for, agriculture, construction, 
manufacturing, and assisting recovery of damaged ecosystems. Living in 
cooperation with nature leads to tightly coupled nutrient, energy, and water 
flows, and to maintaining the functioning of natural cycles and flows. A 
regenerative agriculture based on ecological principles is an agriculture that 
works with nature, instead of against it, to create and maintain healthy and 
diverse habitat in and around fields and in productive soils.~ Raising animals 
on farms where their feed is produced allows for efficient nutrient cycling and 
synergies of better crop rotations, while reducing dependence on processed 
mineral deposits (for phosphorus and potash) and exorbitant use of energy to 
produce nitrogen fertilizers. This also provides a purpose for growing perennial 
forage legumes and grasses more widely as feed for ruminants. If no industrial 
waste or other contaminants are allowed to degrade the usefulness of human 
sewage, we can rely on the efficient cycling of nutrients from human waste back to 
the land that grows our food. | 

People will, to as great an extent as possible, live near where they work, 
use public mass transit, and eat food produced in reasonable proximity to 
their homes. People will work fewer hours, because, with all unnecessary jobs 
(for example in advertizing and other parts of the sales effort, and much of 
finance, real estate, and insurance) eliminated, it will not take that much work 
to produce the basic needs of society. But everyone who can work will have a. 
job. l 

An ecological civilization cannot be based on private automobiles as the 
main, or even a significant, transportation system. No matter how fuel efficient 
cars and trucks become, the use of buses and trains for the main regional 
transportation systems will be more energy efficient. A less car-dependent 
- society will use up fewer materials, cause less disturbance, and use less land 
for road construction and all the businesses connected to an automobile 
culture (such as McDonald’s drive through restaurants). Luxury commodities 
will not be produced, and products will not come in the elaborate packaging 
now used, which overwhelms the earth’s landfills. People will live in homes 
designed to be attractive and comfortable but also to be energy efficient and to 
take advantage of natural heating/cooling possibilities. ' | 

Industrial production of human needs will necessarily entail some 
disturbance of natural systems, just as agriculture does. But care must be 
taken to minimize negative effects of such practices, along with mining. 
Production systems will be based on “cradle-to-cradle” concepts, where easy 
reuse of materials or structures is built into the original product.” Extreme 
forms of both the division of labor and the division of nature that create rifts 
within life itself will be avoided. i 
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Self-Sufficiency 


Complete self-sufficiency is neither possible nor desirable for all regions 
' and all communities.! However, self-sufficiency with regard to many n 
such as food, water, housing, and energy should be a goal toward which 
communities and regions strive. In this way, most of the knowledge and skills 
needed for providing the basics reside within, the local community or group of 
neighboring communities. Self-sufficiency may include using relatively small- 
scale local forms of renewable energy such as solar, wind, geothermal, -or 
hydro instead of relying on energy generated at large facilities far away 
(“green” or not) and depending on long-distance transmission. Community- 
based food systenis (production and distribution) based on an agriculture that 
relies on ecosystem strengths and close nutrient cycling, wil run as much as 
possible on current energy. 

Again, -this does not mean that all communities and regions should be 
completely self-sufficient (for example, it makes no sense for all communities 
to produce their own buses or refrigerators). Rather, they should strive toward 
that goal—especially for the basic foods. Redundancy 1 in peoples’ skills and in 
production facilities enhances self-sufficiency. 


Resiliency through Self-Renewal 


The degree of resiliency and self-renewal depends on how well all: the 
traits discussed above have been developed and incorporated into society. 
Community and regional social structures and economies that can better 
withstand adverse events and recover quickly will be more sustainable. The 
characteristics, or pillars, discussed above—self-regulation, self-sufficiency, 
< diversity, and efficiency through closely linked metabolic relationships—all 
contribute to creating a resilient society. Community and regional structures 
and economies based on these characteristics should be able to withstand 
adverse events and recover more quickly through a process of self-renewal. 
Global cultural interchange and cooperation (made more viable because it will 
be between mutually self-determining communities that are not in competition 
with each other) also enhance resiliency. | 


It is inconceivable that capitalism itself will lead directly to an ecological 
civilization that provides the basic needs for all people. However, building an. 
ecological civilization that is socially just will not automatically happen in post- 
capitalist societies. It will occur only through the concerted action and constant 


vigilance of an engaged population. 
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Capitalism and Degrowth— 
An Impossibility Theorem 
John Bellamy Foster 


In the opening paragraph to his 2009 book, Storms of My Grandchildren, 
James Hansen, the world’s foremost scientific authority on global warming, 
declared: “Planet Earth, creation, the world in which civilization developed, 
the world with climate patterns that we know and stable shorelines, is in 
imminent peril.... The startling conclusion is that continued exploitation of all 
fossil fuels on Earth threatens not only the other millions of species. on the: 
planet but also the survival of humanity itself{—and the timetable is shorter 
than we thought.” ` 

In making this declaration, however, Hansen was only speaking of a part 
of the global environmental crisis currently threatening the planet, namely, 
climate change. Recently, leading scientists (including Hansen) have 
proposed nine planetary boundaries, which mark the safe operating space for 
the planet. Three of these boundaries (climate change, biodiversity, and the 
nitrogen cycle) have already been crossed, while others, such as fresh water 
use and ocean accidification, are emerging planetary rifts. In ecological terms, 
the economy has now grown. to a scale and intrusiveness that is both 
overshooting planetary boundaries and tearing apart the biogeochemical cycles 
of the planet.* 

Hence, almost four decades after the.Club of Rome raised the issue of 
“the limits to growth,” the economic growth idol of modem society is once 
again . facing ‘a formidable : challenge.* What is known as: “degrowth 
economics,” associated with the work of Serge Latouche in particular, 
emerged as a major European intellectual movement in 2008 with the historic ` 
conference in Paris on “Economic De-Growth for Ecological Sustainability 
and Social Equity,” and has since inspired a revival of radical Green thought, 
as epitomized by the 2010 “Degrowth Declaration” in Barcelona. 

Ironically, the meteoric rise of degrawth (décroissance in French) as a 
concept has coincided over the last three years with the reappearance of 
economic crisis and stagnation on a scale not seen since the 1930s. The 
degrowth concept therefore forces us to confront the questions: Is degrowth 


“A slightly different version of this article was published under the title “Degrow or Die?” 
in the December/January 2011 issue of the UK journal Red Pepper, for which it was originally 


written. 
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feasible in a capitalist grow-or-die society—and’ if not, 'what does. this say’ 
about the transition to a new society? 7 
| According to the Web site of the European dégrowth project, “degrowth 

carries the idea of a voluntary reduction of thé size of the economic system 
which implies a' reduction of the GDP.”4 “Voluntary” here points to the 
- emphasis on ‘voluntaristic solutions—though’ not’ as’ individualistic’ and 
unplanned in the European conception as the “voluntary simplicity” 
movement in the United States, where individuals (usually well-to-do) simply. 
choose to opt out of the high- -consumption market’ model. For Latouche, the 
concept of ` “degrowth” signifies a major social change: a radical shift from 
growth as the main objective of the mode AON, toward its opposite 
(contraction, downshifting). et 

An underlying premise of this | movement is that, in the face of a planetary 
ecological emergency, the promise of green technology has proven false: This 
can be attributed to the Jevons Paradox, according to which greater efficiency 
in the use of energy and resources leads not to conservation but to greater 
economic growth, and‘ hence more pressure on the environiment.® The 
unavoidable conclusion—associated with a wide variety of political-economic 
and environmental thinkers, not just those connected directly to the European 
degrowth project—is that there needs to be a drastic ‘alteration in’ the 
economic trends operative since the Industrial Revolution. As Marxist 
economist Paul Sweezy put it moré than two decades ago: “Since there is no 
way to increase the capacity of the environment to bear the [economic and 
population] burdens placed on it, it follows that the adjustment must come 
entirely from the other side of the equation. And since the disequilibrium: has 
already reached dangerous proportions, it also follows that what is essential 
for success Is a reversal, ae merely a slowing down, of the underlying trends 
of the last few centuries.” 

Given that wealthy countries are dad cbapcietoed by ecological 
overshoot, it is becoming more and more apparent that there is indeed no 
alternative, as Sweezy emphasized, but a reversal in the demands placed on 
the environment by the economy. This is consistent with the argument of 
ecological economist Herman Daly, who has long insisted on the need for a 
. steady-state economy. Daly traces this perspective to John Stuart Mill’s 
famous discussion of the “stationary state” in his Principles of Political 
Economy, which argued that if economic expansion was to level off (as the 
classical economists expected), the economic goal of society could then shift to 
the qualitative aspects of existence, rather than mere quantitative expansion. _ 

A century after Mill, Lewis Mumford insisted in his Condition of Man, 
first published in 1944, that not only was a stationary state in Mill’s sense 
ecologically necessary, but that it should also be linked to a concept of “basic 
communism...[that] applies to the whole community the standards of the 
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household,” distributing “benefits according to need” (a view that drew upon 
Marx). 

Today this recognition of the need to bring economic growth in 
overdeveloped economies to a halt, and even to shrink these economies, is seen 
as rooted theoretically in Nicholas Georgescu-Roegen’s The Entropy Law 
and the Economic Process, which established the basis of modem ecological 
economics.’ 

Degrowth as such is not viewed, even by its proponents, as a stable 
solution, but one aimed at reducing the size of the economy to a level of 
output that can be maintained perpetually at a steady-state. This might mean 
shrinking the rich economies by as much as a third from today’s levels by a 
process that would amount to negative investment (since not only would new 
net investment cease but also only some, not all, worn-out capital stock would 
be replaced). A steady-state economy, in contrast, would carry out 
replacement investment but would stop short of new net investment. As Daly 
defines it, “a steady-state economy” is “an economy with constant stocks of 
people and artifacts, maintained at some desired, sufficient levels by low rates 
of maintenance ‘throughput,’ that is, by the lowest feasible flows of matter and 
energy.’ 

Needless to say, none of this would come easily, given today’s capitalist 
economy. In particular, Latouche’s work, which can be viewed as exemplary 
of the European degrowth project, is beset with contradictions, resulting not 
from the concept of degrowth per se, but from his attempt to skirt the question 
of capitalism. This can be seen in his 2006 article, “The Globe 


Downshifted,” where he argues in convoluted form: 


For some on the far left, the stock answer is that capitalism is the problem, 
leaving us stuck in a rut and powerless to move towards a better society. Is 
economic contraction compatible with capitalism? This is a key question, 
but one that it is important to answer without resort to dogma, if the real 


obstacles are to be understood.... 


Eco-compatible capitalism is conceivable in theory, but unrealistic in 
practice. Capitalism would require a high level of regulation to bring about 
the reduction of our ecological footprint. The market system, dominated 
by huge multinational corporations, will never set off down the virtuous 
path of eco-capitalism of its own accord.... 


Mechanisms for countering power with power, as existed under the 
Keynes-Fordist regulations of the Social-Democratic era, are conceivable 
and desirable. But the class struggle seems to have broken down. The 


problem is: capital won.... 


A society based on economic contraction cannot exist under capitalism. 
But capitalism is a deceptively simple word for a long, complex history. 


t 
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Getting rid of the capitalists and banning wage labour, currency and 
private ownership of the means of production would plunge society into 
- chaos. It would bring large-scale terrorism....We need-to find another way 
out of development, economism (a belief in the primacy of economic 
causes and factors) and growth: one that does not mean forsaking the 
social institutions that have been annexed by the economy (currency, 
markets, even wages) but reframes them according to different principles.® 


In this seemingly pragmatic, non-dogmatic fashion, Latouche tries to draw 
a- distinction between the degrowth project and the socialist critique of 
capitalism by: (1) declaring that “eco-compatible capitalism is conceivable” at 
least in theory; (2) suggesting that Keynesian and so-called “Fordist” 
approaches to regulation, associated with social democracy, could—if still 
feasible—tame capitalism, pushing it down “the virtuous path of eco- 
capitalism”; and (3) insisting that degrowth ‘is not aimed at breaking the 
dialectic of capital-wage labor or interfering with ‘private ownership of the 
means of production. In other writings, Latouche makes it clear that he sees 
the degrowth project as compatible with continued valorization Q.e., 
augmentation of capitalist value relations) and that anything approaching 
substantive equality is considered beyond reach.'® 

What Latouche advocates most explicitly m relation to the environmental 
problem is the adoption of what he refers to as. “reformist measures, whose 
principles [of welfare economics] were outlined in the early 20" century by the 
liberal economist Arthur Cecil Pigou [and] would bring about a revolution” by 
internalizing the environmental externalities of the capitalist economy.” 
Ironically, this stance is identical with that of neoclassical environmental 
economics—while distinguished from the more radical critique often promoted 
by ecological economics, where the notion that environmental costs can ‘simply 
be internalized within the present-day capitalist economy is sharply attacked.’ 
_ “The ecological crisis itself is mentioned” in the current degrowth project, 
as Greek philosopher Takis Fotopoulos has critically observed, “in terms of a 
common problem that ‘humanity’ faces because of the degradation of the 
environment, with no mention at all of the differentiated class implications of 
this crisis, i.e., of the fact that the economic and social implications of the 
ecological crisis are primarily paid in terms of the destruction of lives and 
livelihood of the lower social groups—either in Bangladesh or in New 
Orleans—and much less in terms of those of the elites and the middle 
classes.”*9 

Given that it makes the abstract concept of economic growth its target, 
rather than the concrete reality of capital accumulation, degrowth theory—in 
the influential form articulated by Latouche and others—naturally faces 
difficulty confronting today’s reality of economic crisis/stagnation, which has 


_ produced unemployment levels and economic devastation greater than at any 
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time since the 1930s. Latouche himself wrote in 2003 that “there would be 
nothing worse than a:growth economy without growth.” But, faced with a 
capitalist economy caught in a deep structural crisis, European degrowth 
analysts: have little to say. The Barcelona Degrowth Declaration simply 
pronounced: “[S]o-called anti-crisis measures that seek to boost economic 
growth will worsen inequalities and environmental conditions in the long- 
run.” 5 Neither wishing to advocate growth, nor to break with the institutions 
of capital—nor, indeed, to align themselves with workers, whose greatest need . 


at present is employment—leading degrowth theorists remain strangely silent ` 


in the face of the greatest economic crisis since the Great Depression. , 

To be sure, when faced with “actual degrowth” in the Great Recession. of 
- 2008-2009 and the need for a transition to “sustainable degrowth,” noted 
ecological economist Joan Martinez-Alier, who has recently taken up the 
degrowth banner, offered the palliative of “a short-run Green Keynesianism or. 
a Green New Deal." The goal, he said, was to promote economic growth and 
“contain the rise in,unemployment” through public investment in green 
technology and infrastructure. This was viewed as consistent with the 
degrowth. project, as long as such Green Keynesianism did not “become a 
doctrine of continuous economic growth.”!® Yet how working people were to 
fit into this largely technological strategy (predicated on ideas of energy 
efficiency that degrowth analysts generally reject) was left uncertain. 

Indeed, rather than dealing ‘with the unemployment problem directl»— 
through a radical program that would give people jobs aimed at the creation of 
genuine use values in ways compatible with a more sustainable society—degrowth 
theorists prefer to emphasize shorter working hours, and separate “the right to 
receive remuneration from the fact of being employed” (by means of the 
promotion of a universal basic income). Such changes are supposed to allow the 
economic system to shrink and, at the same time,. guarantee income to families— 
all the while keeping the underlying structure of capital accumulation and markets 
intact. 

Yet, sied at from a more cntical standpoint, it is Tad to see the viability 
of shorter work hours and basic income guarantees on the scale suggested 
other than as elements in a transition to a post-capitalist (indeed socialist) : 
society. As Marx said, the rule for capital is: “Accumulate, accumulate! That 
is Moses and the prophets!’ "17 To break with capitalism’s institutional.basis of 
the “law of value,” or to question the structure underpinning the exploitation 
of labor (both of which would be threatened by a sharp reduction of working 
hours and substantial income guarantees) is to raise larger questions of system — 
change—ones that leading degrowth theorists seem unwilling to acknowledge 
at present. Moreover, a meaningful approach to the creation of a new society 
would have to provide not merely income and leisure, but would also need to 
address the human need for useful, creative, non-alienated work. 
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Even more problematic is the attitude of much of current degrowth theory 
es the global South. “Degrowth,” Latouche writes, 


‘must apply to the South as much as to the North if there is to be any 
chance to stop Southern societies from rushing up the blind alley of growth 
economics. Where there is still time, they should aim not for development 
but for disentanglement—removing the obstacles that prevent them from 
developing differently....Southern countries need to escape their economic 
and cultural dependence on the North and rediscover their own 
histonies—interrupted by colonialism, development and globalization—to 
establish distinct indigenous cultural identities. ...Insisting on growth in the 
South, as though it were the only way out of the misery that growth 
created, can only lead to further westernization.*® 


Lacking an adequate theory of imperialism, and failing to address the vast 
chasm of inequality separating the richest from the poorest nations, Latouche 
thus reduces the whole immense problem of underdevelopment to one of 
cultural autonomy and subjection to a Westernized growth fetish. This can be 
compared to the much more reasoned response of Herman Daly, who writes, 


It is absolutely a waste of time as well as morally backward to. preach 
steady-state doctrines to underdeveloped countries before the 
overdeveloped countries have taken any measure to reduce either their own 
population growth or the growth of their per-capita resource consumption. 
Therefore, the steady-state paradigm must -first be applied in the 
overdeveloped countries....One of the major forces necessary to push the 
overdeveloped countries toward a...steady-state paradigm must be Third 
World outrage at their overconsumption....[The starting point in 
development economics should be the “impossibility theorem”...that a 
‘U.S.-style high mass consumption economy for a world of 4 billion people 
-is impossible, and even if by some miracle it could be achieved, it would 
certainly be short-lived.'® 


- The notion that degrowth as a concept can be applied in eerie the 
game way both to the wealthy countries of the center and the poor countries of 
the periphery represents a category mistake resulting from the crude 
imposition of an abstraction (degrowth)‘on a context in which it is essentially 
meaningless, e.g., Haiti, Mali, or even, in many ways, India. The real 
problem in the global periphery is overcoming imperial linkages, transforming 
the existing mode of production, and creating sustainable-egalitarian 
productive possibilities. It is clear that many countries in the South with very 
low per capita incomes cannot afford degrowth but could use a kind of 
sustainable development, directed at real needs such as access to water, food, 
health care, education, etc. This requires a radical shift in social structure 
away from the relations of production of capitalism/impenialism. It is telling 
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that in Latouche’s widely circulated articles there is virtually no mention of » 
those countries, such as Cuba, Venezuela, and Bolivia, where concrete 
struggles are being waged to shift social priorities from profit to social needs. 
- Cuba, as the Living Planet Report has indicated, is the only country on Earth 
with high human development and a sustainable ecological footprint.” 

It is undeniable today that economic growth is the main dnver of planetary 
ecological degradation. But to pin one’s whole analysis on overturning an 
abstract “growth society” is to lose all historical perspective and discard centuries 
of social science. As valuable as the degrowth concept is in an ecological sense, it 
can only take on genuine meaning as part of a critique of capital accumulation 
and part of the transition to a sustainable, egalitarian, communal order; one in 
which the associated producers govern the metabolic relation between nature and 
society in the interest of successive generations and the earth itself 
(socialism/communism as Marx defined it).24 What is needed is a “co 
revolutionary movement,” to adopt David Harvey's pregnant term, that will 
bring together the traditional working-class critique of capital, the critique of 
imperialism, the critiques of patriarchy and racism, and the critique of 
ecologically destructive growth (along with their respective mass movements).” 

In the generalized crisis of our times, such an overarching, co-revolutionary 
movement is conceivable. Here, the object would be the creation of a new 
order in which the valorization of capital would no longer govern society. 
“Socialism is useful,” E.F. Schumacher wrote in Small is Beautiful, precisely 
because of ‘the possibility it creates for the overcoming of the religion of 
economics,” that is; “the modern trend towards total quantification at the 
expense of the appreciation of qualitative differences.”* 

In a sustainable order, people in the wealthier economies (especially those 
in the upper income'strata) would have to learn to live on “less” in commodity 
terms in order to lower per capita demands on the environment. At the same 
time, the satisfaction of genuine human needs and the requirements of 
ecological sustainability could become the constitutive principles of a new, 
more communal order aimed at human reciprocity, allowing for qualitative 
improvement, even plenitude.” Such a strategy—not dominated by blind 
productivism—is consistent with providing people with worthwhile work. The 
ecological struggle, understood in these terms, must aim not merely for 
degrowth in the abstract but more concretely for deaccumulation—a transition 
away from a system geared to the accumulation of capital without end. In its 
place we need to construct a new co-revolutionary society, dedicated to the 
common needs ‘of humanity and the earth. 
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Continuing Sources of Marxism 
Looking for the Movement asa Whole 


Richard Levins | 


In the Communist Manifesto, Marx and Engels state hat what 
distinguishes communists from other socialists is internationalism and looking 
for the movement as a whole. “Looking for the movement as a whole” is a 
fluid concept that expands to embrace ever more inclusive struggles against 
capitalism and for a just and sustainable world. Increasingly, a movement 
centered on the working class has to champion the entire cause of the species. __- 

In 1913 Lenm identified three intellectual sources of Marxism: German 
philosophy, English political economy, and French utopian socialism— each in 
turn created in the social conditions of their societies.’ But the process did not 
end there. Marxism continues to grow and to learn from the most advanced, 
liberating ideas of each period. (It is also influenced in negative ways, narrowing 
its horizons and getting dragged along by fashion in times of defeat). Here, I 
want to identify four contemporary sources of enrichment of Marxasm: ecology, 
feminism, national/racial struggles, and pacifism. It is important to recognize — 
them as sources of ideas, not only.as allies in political struggles. Their 
interaction with Marxism 1s, of course, different from the pre-Marxist sources. 
They come to Marxism from the outside, but from an outside already influenced 
in part by Marxism, and they are both welcomed and resisted. 


Ecology 

Marxism, since its origin, took a global approach to the position of our 
species in the world.” The plundering of nature by early industrialization, the 
metabolic rift between city and countryside, the pollution of the cities and the 
whole earth, were already known, denounced, and incorporated into the 
critique of capitalism. The inseparability of humanity and nature was implicit 
in a dialectical view of life and society. 

' But socialist movements also resisted ecology. Especially Bo movements 
that had abandoned the socialist goal saw jobs as the overwhelming urgency of 
-the male working class, and any notions that might slow down job creation 
' were viewed with hostility. Environmental movements that were based in the 
middle and upper classes were seen as a bourgeois luxury, and 
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environmentalism, with, its use of the generic “we” for all of humanity, often 
was seen to be a way to divert us from class struggle. Concern for animals was `. 
dismissed as obscene in the face of.so much human suffering. In Bertold 
Brecht’s poem. “To Posterity,” we are told, “Ah, what an age it is/When to 
speak of trees is almost a crime/For it is a kind of silence about injustice. ”’ 
Now, of course, we would say the opposite (congruent with Brecht’s irony): 
silence about trees ts the crime, complicit with injustice. : 
Yet, despite this uneasiness about ecology, individual Marxists participated 
in environmental struggles and developed ecological theory. In the USSR and its 
European allies, an early constitutional commitment to the preservation of nature 
was undermined by the frantic urgency to expand production under a 
progressivist notion of modernization that did not criticize capitalist technology 
but only its uses. With the later debasing of Marxism, Soviet pioneering in soil 
science, evolutionary ecology, and ecosystem, research languished. Brezhnev’s 
touting of “the scientific-technical revolution” as the solution for the economic 
stagnahon of the USSR also accepted the notion of a single pathway of 
development of production, which was especially disastrous for agriculture. Fines 
had long been imposed for polluting, but soon, state enterprises began to 
incorporate the payment of these fines into their budgets for their five-year plans. 
In the third world, where environmental destruction was obviously part of 
the colonialist onslaught, the defense of the environment was more 
immediately and obviously seen as part of the struggle for liberation. But this 
insight came into conflict with the urgency for “development.” 
_ Individual Marxists always participated in the struggles against pesticide 
poisoning, especially of farm workers, and of occupational hazards. Rachel 
Carson wrote The Silent Spring in 1962. And, starting in the 1960s, the left 
began to struggle toward reincorporating ecology into its worldview and 
politics. Students for a Democratic Society and the New University 
Conference published pamphlets about the environment as part of a liberating 
agenda. A dialectical approach to humanity saw.us as a species among the 
species of the world, caught in a six-thousand-year detour through class 
society, and changing its relations with the rest of nature whenever a new 
social form replaced the previous one. In Cuba the 1980s and ‘90s saw the 
self-conscious adoption of an ecological pathway of development that included 
ecological agriculture in the cities and countryside, reforestation, protection of 
water resources and fragile habitats, and concern for biodiversity and climate 
change.‘ Ecology’ s contribution to modern Marxism is as a guide to practice 
and as criticism of the opportunist sacrifice of the future for immediate 
urgency where Marxists lead governments. It focuses resistance to capitalist 
destruction where governments do not. In the domain of large-scale theory, 
Marxist ecology looks out for the species as a whole. 


Feminism 


The second refreshing influence on Marxism is feminism. Early feminist 
writings in ie eighteenth and nineteenth centuries, beginning with Mary 
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Wollstonecraft, called for women’s equality and rejected any religious or 
biological justification for the subordinaton of women. They sometimes 
attributed the suppression of women to a hypothesized patriarchal revolution. 
This was a view that was carried over into classical Marxism in Engels’s 
Origin of the Family, Private Property and the State, which referred to “the 
world historical defeat' of the female sex.” 

Engels pointed out that a society is built on its relations of “production and 
reproduction of immediate life” but in practice, reproduction has usually been 
acknowledged and then ignored.® Marxist movements produced outstanding 
feminist women such as Eleanor Marx, Alexandra Kollontai, and Claudia Jones, 
but often marginalized them (or their concerns) within the movement as a whole. 
Male-dominated unions and parties saw women itt the workforce as a threat to 
men’s employment and called for a family wage that would allow a man to keep 
“his” woman and children. The emergence of bourgeois feminism was used to 
justify the rejection of feminism as a diversion from the class struggle. But in the 
1940s, a core of strong proto-feminist women emerged in the Communist Party 
USA just at the time when McCarthyism was making all red organizing difficult.’ 
Many of the pioneers of Second Wave feminism in the United States had roots in 
communist and socialist movements and the unions. 

Left-wing feminists soon came to grips with the triple oppression of class, 
gender, and race, struggling against “classism” (beliefs associated with class 
hierarchy), sexism, and racism. But although the three oppressions are linked 
linguistically as “ism”s and in slogans as manifestations of oppression, our 
goal in relation to each of them is different. Racism will be eliminated by the 
elimination of the pseudo-biological category of race; not by abolishing 
pigmentation. Sexism will not fall by erasing sexual differences but gender 
oppression. And “classism” is not to be defeated by promoting a more 
“tolerant” attitude but by abolishing class society. 

Feminism enriched Marxism not only through the recognition of the 
exploitation of women, but also through the leading roles women often played 
in labor and peace struggles. Feminism also gave our movement some 
important theoretical propositions (and critical questions) that deepen our 
understanding of labor, reproduction and sexuality, social process, ideology, 
and organization. | 

(1) Women work. They probably do the majority of the world’s work, 
contradicting the heroic cartoon “worker,” a muscle-bound male pounding 
steel. Women’s labor is allocated between production and reproduction in 
each society, and how this is done is a major determinant of their social status. 
But further analysis has focused on production, while reproduction has been 
largely ignored in the building of our theory. Reproduction is a broader 
category than pregnancy, including all activities that produce the population of 
producers. This includes child care and socialization and extends to non- 
reproductive sexuality. 

_ (2) Women are wage workers in many industries; they engage in service 
employment as domestic, restaurant, and hotel workers; they carry out unpaid 
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labor within the farm and home. Much of what we label “consumption” is 
really the final stages of production, such as artisanal food preparation, and a 
significant part of what we call consumer goods are the tools and inputs for . 
this production. 

(3) The private life of any society is a social product. The inequality that a 
class society imposes on women is also expressed within the home, so that left 
feminism came forward with the slogan “The Personal is Political.” Sexism 
within the home and within left political movements has resulted in a major 
weakening of struggle, a waste of talent, a reproduction of the oppression in 
the public sphere. Therefore the struggle against sexism is an essential 
ingredient i in building a movement and in building socialism. When a society 
falters in its commitment to feminism, it is often a symptom of regression 
toward capitalism. In Cuba the struggle against sexism is embodied in the 
Family Code, which prescribes equal nghts and obligations in the family. But 
sexism remains in the culture, and feminists must continually identify and 
challenge sexist expression in. prevailing practices and attitudes. 
Revolutionaries also have personal lives. Young revolutionaries have to decide on 
their life course, how to combine personal goals with their commitment to social 
change, how to deal with the emotional impact of oppression both for themselves 
and their children, how to combine risking the disruption of their lives with 
responsible parenthood. To the extent that we ignore the personal and inner 
dimensions of our commitment, we will be vulnerable to the lure of magical and 
religious views of the world. 

(4) The feminist criticism of male domination expanded to become a 
critique of hierarchical structures in organizations and in society. This was 
often informed by an anarchist sensibility. Feminist organizations introduced 
procedures aimed at making sure that everybody had not only a chance but 
also real encouragement to participate; that in discussion, a topic has to be 
finished before new subjects are raised (“Roberta’s Rules” in the Chicago 
Women’s Liberation Union). The Marxist tradition of criticism and self- 
criticism evolved to include the evaluation of meetings from the point of view 
of how a discussion helped people develop their capacities. 

(5) Inequality and abuse in reproduction, and more broadly in sexual 
relations, made the examination of these areas of life part of feminist thinking. 
Even though both men and women engage in sex, it is often embedded in 
unequal relations of power. Women took the lead in the struggles around 
sexuality and from there also against homophobia. 

(6) The women’s movement is not a single thing. In the United States it 
usually has been associated with the middle-class white feminism that dominates 
organizations such as the National Organization for Women and journals such 
as Ms., and emphasizes the issues closest to that constituency. The male media 
have led the way in defining feminism and anointing its leaders. But this most 
visible, almost respectable, feminism coexisted with various kinds of radical 
feminism, lesbian separatism, socialist feminism, ecofeminism, and the womanism 
of those people of color who rejected feminism’s white middle-class bias. Groups 
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such as Redstockings, the Chicago Women’s Liberatton Union, and the 
Combahee . River Collective and publications such as Sojourner developed a 
stance- against the whole system of oppression. Within feminism, Marxists have 
played a leading role in insisting on a class analysis that showed that “women” 
cannot be treated as a homogeneous mass with common interests, and also 
struggled against racism within the feminist movement. Ít is now more common 
for left feminists to look at the intersection of race, class, and gender without 
_ trying to rank them in order of importance. The Combahee River Collective, a 
collective of black feminists, prepared their Black Feminist Statement in 1977. 
“The most general statement of our politics at the present time would be that we 
are actively committed to struggling against racial, sexual, heterosexual, and class 
oppression and see as:our particular task the development of integrated analysis 
and practice: based on the fact that the major systems of oppression are 
interlocking.”® But sometimes this obscures the real differences among kinds of 
oppression: race is a socially constructed category with an entirely false biological 
justification. Our goal is to abolish this socially constructed racial-biological 
category as a definer of peoples. Gender is a differentiation of social roles derived 
from biology but passed through the sieve of social relations beginning with the 
family in each society. Our goal here is to abolish gender oppression-so that men 
_ and women can relate as equals. Finally, classes are the divisions of society 
through which economic exploitation (the appropriation of the surplus product of 
the direct producers) takes place. Here, our goal is the abolition of classes. 

(7) Household labor is not commodity production, although it has its 
economic aspects. [he producer is not alienated from the product of her labor 
but has a stake in its outcome and satisfactions from the process. It is one area 
of life not constrained into narrow specialization. The resistance to 
commoditization of all of life shows up as resistance to the capitalist 
penetration of agriculture, where women have often led the struggles against 
the sacrifice of production for use to production for exchange. Such sacrifice 
makes farming more vulnerable to ecological depredation, as well as and 
making such basic, essential activites as the harvesting of wood and water 
more difficult. The: household is also the center of resistance to the 
commoditization of reproductive functions, emotional support, and sex, which 
at all times characterize capitalist market relations. Because commodity 
production is the ultimate alienation from nature, women have often been seen 
as closer to nature. This is not inherent in their double-X chromosomes but 
their social condition, and it has resulted in women being especially prominent 
in seeking a humane and sustainable relation to the rest of nature. 


National/Racial Struggles 
People connect to the whole of humanity through many kinds of affiliation 


such as class, religion, ethnic and racial identities, and in some places, by 
caste. Marxists have generally dismissed non-class affiliations such as religion 
and nationality as products of oppression that keep working people divided. 
Therefore, we often undervalued the notae that these loyalties play in 
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the struggles for human liberation and the consciousness of oppressed peoples. 
‘Taken by themselves, they can be reactionary if they divide working people, 
but in oppressed groups, they have also served as tallying points against 
oppression. Thus, we have had to maintain a dual view of nationalism. We 
oppose the aggressive nationalism that serves as a rationale for empire, and 
give relative support to the defensive nationalisms of the oppressed. In South 
Africa the struggle against apartheid was a struggle for black liberation. But ` 
today, appeals to black solidarity against the continuing inequality are being 
as a weapon against the African National Congress's goal of a non-racial 
society. Yet the solidarity among different peoples of color as in the African 
diaspora is a way of confronting the dominant racist ideology. The major error 
that Marxist movements have made in this regard has been to confuse the 
ultimate obsolescence of ethnic and racial identity with its immediate 
significance in people’s lives, and to ignore the complexities of racist ideology. 
Despite the fear that black’ consciousness can divide a people who need to be 
united, we need to absorb from the various black consciousness movements the 
reality of the persistence of racism and the need for active struggle against it in 
all its forms, before and after the overthrow of capitalism. Racism will not go 
away by itself. The inequality received from the past remains as a social and 
economic reality that provides the daily experience that reinforces racist beliefs 
and practices. This vicious circle has to be broken at many levels 
simultaneously by allowing ethnic and racial solidarity to become a bridge to 
the whole of humanity. 
José Carlos Mariátegui la Chira, the Peruvian Communist, raised the 
“Indian Question”? as a key to revolutionary movements in Latin America, 
an orientation carried forward by the Bolivian, Venezuelan, and Ecuadorean 
revolutions today. 
Therefore, we reject the primitive, linear kind of Marxism that imagines 
that sociehes with pre-capitalist systems of production are also backward 
intellectually and that their replacement by capitalist relations is progressive. . 
And we also reject the sentimentalized versions of the past that often start with 
“The Ancients say...” without asking which Ancients, how come their 
sayings were preede | and not the sayings of other equally ‘ancient ones, what 
was their social location, what experiences gave them insight, and what 
blinded them? What pre-capitalist achievements can help us look beyond 
capitalism? Which can hold us back? - 
| The defense of peoples’ cultures does not mean supporting everything a 
culture does because it is “ours.” Pre-capitalist societies also had their 
oppressions. | here is nothing progressive in the traditional and often barbaric 
forms of sexism. Today our cultures are not something to freeze-dry to 
preserve against colonialism but the base from which to build a new, more 
humane sociely. | 
The examination of cultures of the oppressed is also a major theoretical. 
issue, combining social determination with relative autonomy of ideology and 


confronting the problem of how beliefs change. In Latin America, the new 
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efforts to build “Twenty-first Century Socialism” derive their inspiration from 

indigenous movements and liberation theology as well as the traditional left. 
Their major innovations have been around bottom-up collective governance 
and humanist values, not as something new but as a pronity. 

It is important here not to use the cheap argument that some theories are 
foreign or old, and therefore not relevant to us. Most ideas in any one place: are 
foreign, and most good ideas are foreign almost everywhere where they have not 
been adopted. The welcoming of revolutionary thought wherever it arises and the 
study of the experiences of all movements for liberation are quite different from the 
copying of iconic examples. 

Pacifism ! 

In the peace movement and in the civil rights movement, we often work 
with pacifists who bring their Chnstian, Ghandian, humanist, and other 
sources of inspiration. Although often described as pacifism, they derive the 
term from peacefulness, not passivity. They are in no sense passive. The term 

“pacifism” itself is misleading, and is often replaced by “nonviolence.” I 
continue to use the term “pacifist” for want of a better noun. 

The first thing we learn from pacifists is that nonviolence is not passivity in 
the face of oppression but a particular way of confronting it. The shared 
struggles of Marxists with pacifists expanded from alliance to ties of mutual 
regard and affection and deep discussion. Pacifists show that the intensity of 
anger is not the measure of commitment. [hey also give us the principle of 
witness: whereas we too often think that an action is not worthwhile. unless it 
mobilizes masses, the notion of witness is that a few people’s commitment can 
teach large numbers.'’ The French Communists were relatively passive about 
the oppression of colonized Algerians out of fear of isolating themselves from the 
masses, until individual rank-and-file members began to protest and dragged 
their Party along. The fear of being isolated, a common response to the bad 
experience of going out on a dogmatic limb, has often deterred communists from 
“looking for the movement as a whole.” 

Pacifists have, of course, emphasized the critique of violence. What we can 
learn from them is to look at the full range of consequences of proposed actions, 
not only the desired target. The full consequences of our actions include the 
impact on the immediate direct target of our action, the long-term effect on 
people whom we oppose but who should be on our side and whom we will have 
to live with afterward, the effect on observers of our activity, and the effect on 
ourselves. “Our actions” also includes our non-actions. Do our decisions 
strengthen our revolutionary humanism or do they make us callous about the 
inevitability of injuries? Does an action win or lose allies? Does it make us better 
or worse revolutionaries? Is the appeal to violence an evasion of the more difficult 
task of organizing people and convincing them of the need for a new society? To 
the callous aphorism “You can’t make an omelet without breaking eggs,” we 
learn to acknowledge that breaking eggs doesn’t make an omelet. How will 
bystanders understand what we do? What will they learn from our actions? And 
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after it is over (and every campaign will sooner or later be over), does what we do 
leave the movement ahead of where we started? Therefore, for us, the question of 
violence has always to be reexamined in the broadest social context beyond (but 
including) individual morality. In any revolutionary human movement, it is our 
humanity itself that is at stake, and the movement should be judged ultimately in 
these terms. 

To all these mfusions into Marxism from partway outside, it is easy, in 
retrospect, to say, “Of course, we knew it all along” and to document this claim 
with appropriate citations. We both knew it and did not know it, not as 
something deeply felt in the core of our movements. The partly external, partly 
internal influences help to correct a common pattern of error that comes from the 
dominant mechanistic philosophies of our time: posing a problem too narrowly; 
treating as static what is always changing; taking as a given boundary condition 
that which has a history, got the way it is, and need not stay that way; a 
pragmatism that disguises itself as realism and even materialism. Openness to 
new currents in mutual influence continues to help us to “Look for the movement 


as a whole.” 


Notes 


1. Written in March 1913, first published in Bolshevik monthly magazine Frosreshcheniye, vol. 3 (August 1913). 
Translated from Cafective Works, vol. 3 (Moscow: Progress Publshars, 1998}, 23-28. Transcribed for the 
Internat by Lea Joon Koo and Marc Luzetti, June 1998. 

2. John Bellamy Foster, Marx’s Ecology (New York: Monthly Review Press, 2000}. 

3. Bertolt Brecht, “To Posterity,” Selected Poems (New York: Reynal & Hitchcock, 1947}, 172. 

4, Richard Levins, “Cuba’s Environmental Strategy,” DRCLAS News (David Rockefeller Center for Latin American 
Studies, 2000). 

5. Frederick Engels, 7he Origin of the Family, Private Property and the State (New York: international Publishers, 
1970), 120. 

5. Engels, Origin of the Family. 

7. Kate Weigand, fed Feminism (Baltimore: Johns Hopkins Press, 2001). 

8. In Latin America, the term “feminist” is used by radical as well as conservative women. Hara, | use the tarm 
generically. 

9. Combahes River Collective, “A Black Feminist Statement,” This Bridge Caled My Back, Chere L Moraga and 
Gloria Anzaldua, ads. (Watertown, MA: Persephone Prass, 1981). 

10, José Carlos Mariátegui la Chira, Seven interpretive Essays on the Peruvian Reakty (Austin. Austin University 
Press, 1971). 

11. The notion of witness is that a small number of people, multiplied by the mtensity of their commitment, can 
change the consciousness of large numbers. It oftan involves risk, sacrifice, or tha living demonstration of 
another way to act in the world. 


AY 


Capitalism’s utopia in a sense is a situation in which workers live on aur, 
allowing their entire product to take the form of surplus value, and in which 
capitalists accumulate all their surplus value. 

-—Paul A. Baran and Paul M. Sweezy, Monopoly Capital, 249 


| 


ANALYTICAL MONTHLY REVIEW/ JANUARY 2011 39 


Water— 
On Women’s Burdens, Humans’ Rights, 
and Companies’ Profits 


Zuhal YeSilyurt GUndUz 


a used to say that water was sacred, but now you have to be rich to use 
..1 feel stupid for paying for drinking water.” 


—Srvat Demir, Housewife in Istanbul/Turkey’ 


How is it possible that a person living in a water-rich region uses more 
water by flushing the toilet than a person in a water-scarce region has available 
for drinking, food-preparation, hygiene, and cleaning—for a whole day? 

How is it possible that a woman living in a water-rich region only needs to 
open the tap to get enough water for herself and her family, while a woman in 
a water-scarce region has to...walk for miles and miles to get far less water of 
much worse quality? 

Why is that so? Is it bad fortune? Unfair? Destiny? Undeserved? Is it 
unjust? It is all these, but also much more. Water is the essence of life. It is the 
precondition of life. Author Antoine de Saint-Exupéry wrote an homage about 
water, calling it “indescribable....We do not just need you to live: you are life 
itselfl You are the Earth’s most precious possession....You are a delicate 
divinity.” Just like the air we breathe, we need water to survive. Clean water, for 
sure: unsafe, unclean water kills, 

This article has two parts. The first deals with dominant positions 
concerning water: the neoliberal agenda, consequences of water privatization, 
and the UN stance. The second part looks at what is missing in this picture 
and ignored by the dominant perspectives—namely, global inequalities and 
gender discrimination. 


Water—Dominant Perspectives 


In today’s globalized world, nothing is safe from being commercially 
exploited by global capital—not even resources that are vital for the survival of 
humanity, as well as sustaining life and the ecosystem. The world’s fresh 
water supply is a mere 2.5 percent of the earth’s total water volume. These 
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finite fresh water resources are today being polluted, diverted, and depleted at 
accelerating rates, creating a growing number of water-stressed regions. Under 
neoliberal circumstances, where the economy controls and rules over the 
ecology, some corporate owners gain giant profits, whereas everybody else 
endures difficulties—life-threatening difficulties, that is. 

In this situation of mounting demands, water loses all its figurative and 
sacred meanings and is converted into & commodity, a product, a good. 
Neoliberalism ‘turns nature from common resource to profit-gaining 
commodity. In this perspective, nature is perceived as external to humans and 
full of usable material goods for consumption and gain.” Certainly, there is a 
link between environmental degradation and social injustice: how people treat 
nature and how they treat each other is inseparably connected (ecofeminism). 

Globalization’s panacea is privatization. This cure-all of (nearly) all global 
problems is vehemently prescribed by international organizations such as the 
International Monetary Fund, the World Bank, and the European Union. The 
World Bank drives the opening of trade in water rights by pressurizing countries to 
privatize and relocate rights for water sources to giant corporations. Ít is crucial to 
remember that the word “privatization” comes from the Latin word “privare,” 
which means “to deprive”? 

Two examples of the now common commercial advertisements of this 
deprivation: may suffice. German Commerzbank dubs water “the oil of the 
twenty-first century.” It points to the fact that 90 percent of the world’s water 
supplies is in public hands as the main obstacle in the provision of water 
services. Commerzbank applauds that more and more towns and ‘ities 
privatize their water supply and distribution systems, and estimates the 
awaited profits at a sky-scraping €300 billion, saying: “Water is a market with 
potential for future expansion. A wide range of companies will profit from the 
foreseeable boom in the water sector. ” 

The Deutsche Bank, too, greedily promotes this ‘ ‘megatrend”: “Water, the — 
blue gold, is becoming scarce. Even today, water is a rare commodity and, in view 
of the population growth in developing and transitional countries, the situation’ 
looks geared to become even more critical. A short supply of a commodity i is per 
se the prerequisite for excellent returns.”* 

To celebrate water scarcity, especially in onb with -population 
growth, is macabre, to say the least. 

Global concentration . among private water suppliers is enormous, . 
generating. concentrated profits.. The’ French companies Suez and Veolia 
(formerly Vivendi) “until very recently, controlled two-thirds of the global 
private water services sector.” Suez has 160,000 employees worldwide, 
72,000 in its water division, while Veolia has 272,000 employees, 70,000 in 
its water division. In third place is the British company Thames Water 
(created when Margaret Thatcher privatized UK water services) with 12,000 
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paplovees: The total revenue of Suez in 2007 (including all of its divisions) 
was over $130 billion, dwarfing the GDPs of many of the countries in which 
it operates.” 


Consequences of Water Privatization 


Privatization and deregulation of water are prescribed iy: international 
organizations as a solution to all problems concerning water: water scarcity, ` 
water waste, over-consumption, and pollution will end, and the developing 
infrastructure will make water accessible to all. 

However, the reality looks different. The consequences of water 
privatization are devastating: water cannot be replenished according to 
“demand and supply.” Studies reveal that privatization neither’ increases 
access to clean water for poor people nor leads to better quality and lower ` 
prices for water. On the contrary, ‘the commercialization of water resources 
has resulted in sobering problems. - 

After a bottled water company opened a plant in Java/Indonesia in 2002, 
it consumed such a high amount of spring water, only twenty meters away 
from the region’s main water sourée, that farmers had less and less irrigation 
water, and their wells started to run dry. Several farmers lost their livelihood 
and had to stop farming.® Coca-Cola, after exploiting the groundwater 
reserves, turned parts of Kerala/India into a desert. Entire rivers have been 
sold in India. 

General trends concerning privatization and deregulation of water reveal 
that water is being offered mostly to those who can afford to pay. Water’s 
preferred use in a privatized market system is for income-generating activities: 
already 70 percent of water is used for agriculture; around 20 percent for 
industry, and 10 percent goes to household use. In decision making, women’s 
voices are not listened to, increasing their vulnerability. —_- | 

Whereas public water suppliers are not driven by the search for profits or 
even full returns of provision costs and are more likely to see water as a 
necessary public service, private companies must regain their costs of provision’ 
and maximize their profits to stay alive within harsh competition. For people, 
water is a public need that needs to be guaranteed, whereas. for private 
retailers, it is a commodity like any other. 

Public water suppliers commonly seek to protect those who cannot afford 
water with price reductions, subsidies, or provisions of free water, whereas 
commercial sellers do not share such responsibility or commitment toward those in 
need. Public water providers are in a position to keep water prices stable for years 
and years, whereas private venders will easily and quickly increase. prices, to make 
sure their profit margins widen. . 

Public water suppliers promote water conservation e less consumption, 
whereas commercial companies are keen on more overconsumption by those 
who can afford to pay, since this generates further scarcities and enhances their. 
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growth and profits. However, the overconsumption of water brings a quick 
depletion of water tables and environmental non-sustainability. Public providers 
supply water while taking into consideration quality, environmental protection, 
reliable supply, best standards, and public welfare interests, whereas private 
companies are interested—by their very nature—in a single feature: the 
maximization of profit and gain—the sooner the better, the more the better. __ 
After privatization, customers all over the world face price increases between 
15 and 50 percent. As water is indispensable, they are forced to accept these 
raises. Consider, for example, the privatization by EnBW of water in Stuttgart, 
Germany. Although water prices had remained stable for years, the first thing 
EnBW did as the new “owner” of water, was to increase prices, first by over 6 
percent, then a further 7.5 percent. EnBW achieved record results for that 
financial year—a gain of 42 percent.’ 
À lucrative byproduct of water privatization is the ever-increasing sale of 
. bottled water. Although this commodity is not much different than processed tap 
water, more and more people—in. fear of their and their families’ (especially 
children’s) health, and as a result of successful advertisement campaigns— 
purchase bottled water for disproportionately high prices. There are even 
suspicions that main infrastructural networks might be allowed to deteriorate, 
even disintegrate, making tap water undnnkabl. and boosting corporations’ 
profits. Bottled water is available in varying amounts, but always in plastic. 
Millions and millions of plastic bottles result in thousands of tons of waste, 
triggering an extreme kind of environmental pollution. Taking into account the 
transportation of bottled water, sometimes from quite far-away places, it is 
possible to say that bottled water causes’ an immense amount of environmental 
‘degradation. Another problem: is the fact that water companies are eager to 
deplete a water source up to the last drop, without contemplating the 
environment, the fresh water regeneration phase, consequences for the resident 
population, or the desertification of entire regions. 


- The UN Stance on Water 


The question of whether water—so indispensable to life and survival—is a 
“human right,” a “universal need,” or an “economic good” has been debated 
for quite a long time. One convincing argument asserts that the original 
drafters did not incorporate water in their Universal Declaration of Human 
Rights because they assumed that water, like air, is so evidently essential for 
life and therefore the satisfaction of other human rights that it simply did not 
require special reference. The UN Convention on the Elimination of All 
Forms of Discrimination against Women, the Convention on Persons with 
Disabilities, and the Convention on the Rights of the Child all recognize the 
“human right” to water.® | 

However, the Dublin Statement on Water aaa Sustainable Development, 
adopted in January 1992 at the International Conference on Water and the 
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Environment, called water an “economic good” that has an economic worth. In 
perfect corporate manner, it stated: “Past failure to recognize the economic value 
of water has led to wasteful and environmentally damaging uses of the resource. 
Managing water as an economic good is an important way of achieving efficient 
and equitable use, and of encouraging conservation and protection of water 
resources.” 

The 2000 UN World Water Forum, declared water a basic “need.” 
Yet, it in a capitalist economy a need is not the same as a night. If water is a. 
right, governments are obliged to supply water to their citizens. But if water 
is a need, private companies can keep on commodifying it globally. 

It therefore was an important step when the UN Committee on Economic, 
Social and Cultural Rights acknowledged, in its November 2002 “General 
Comment No. 15 on the Right to Water,” that “the human nght to water is 
indispensable for leading a life in human dignity. It is a prerequisite for the 
realization of all human nights.” States should guarantee “the allocation of 
water resources, and. investments in water [and] facilitate access to water for 
all members of society.” Here, access to water was considered to be a human 
right, and water a social and cultural good, not just an economic commodity, 
as everybody had the right to “sufficient, affordable, physically accessible, safe 
and acceptable water for personal and domestic uses.”*° 

The UN Special Rapporteur on the Right to Water followed this up by 
stating that water management should be subject to public control and that 
“States are generally obliged to take action to facilitate access to water and 
sanitation.” The UN Development Fund for Women added: “While this 
does not imply that the State must directly provide safe, accessible drinking 
water to each household or person, it does mean that the State bears ultimate 
responsibility for ensuring that each person has access to. the amount of water 
required to sustain their life and fulfill basic needs.” 

The most important step on the road to the establishment of a universal 
right to water was the General Assembly’s July 28, 2010, resolution (by a 
vote of 122 in favor, none against, with forty-one abstentions) declaring access 
to safe water and sanitation a “human right essential to the full enjoyment of 
life and all other human rights.” The Assembly also appealed to UN 
Member States and international organizations to “offer funding, technology. . 
and other resources to help poorer countries scale up their efforts to provide 
clean, accessible and ‘affordable drinking water and sanitation for everyone.” ” 

Certainly, this resolution is a milestone and of great meaning for all those: 
who have fought for the recognition of water as a human right. Many have 
fought to implement the UN Millennium Development Goals (MDGs). 
These eight development goals—among them halving the number of people 
unable to attain or afford clean drinking water and basic sanitation services by 
the. year 2015—were derived from the Fifty-Fifth General Assembly in 
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September 2000. 

In its fact sheet for the International. Year of Freshwater 2003—Meeting the 
_ Global Targets, the United -Nations estimated that the improvement of water 
supply and sanitation will cost around $20 billion a year, whereas current 
spending amounts to about $10 billion a year.’ According to this calculation, 
an annual sum of up to $180 billion is necessary for upgrading water and 
sanitation facilities in order to meet the MDGs. Because there is currently an 
investment level of only $80 billion, private enterprise water companies are 
being invited to finance the $100 billion gap. No matter how well-intentioned 
the Millennium Development Goals 2015 may have been, private water 
corporations of the developed industrialized states, under the guise of 
“philanthropic aims,” “charity,” “development aid,” and “MDGs,” are 
becoming the main beneficianes of the process, gaining access to services once 
publicly provided which are now being turned into for-profit markets. - 

Furthering this nefarious position, the European Union, in its position 
paper “Towards the UN MDG Review Summit 2010—Recommendations 
to the EU,” posits that, in order to achieve the MDGs, it has to engage in 
“meaningful and strong partnership with...crvil society organisations in the 
North and the South [and] the private sector.”""* By urging “strong 
partnership with the private sector,” mainly aimed at getting companies like 
Suez; Veolia, and Thames Water in the door, the European Union reveals 
once more how involved it is in promoting neoliberal ends of privatization 
around the-world. 3 
The EU stance is now the a perspective, carrying more clout than 

the declaration of the UN General Assembly. The “human right to water,” 

which is. obliterated the: moment it becomes a means to profits, necessitates 
meeting standards of quality, accessibility, and availability. Yet the dominant 
perspective, as represented by the European Union and the water 
multinationalism is designed to ignore these issues. It reduces what should be 
a universal nght to a privilege to be purchased at a price by those who can 
afford to do so: a system of private market provision that builds on scarcities 
and inequalities. What the dominant perspective depends on, but seldom 
acknowledges, is the existence of social and economic inequalities at every 
level of human society that already divides the world into water classes and 
water genders. It is this inequality that water privatization will deepen and 
make more acute—-since this is the route to higher profits. ° 


What Is Missing in the Dominant Perspective? 
Water predicaments are closely connected to wide-ranging matters of 


political economy such as poverty, wealth distribution, welfare, and growth. 
After nearly sixty years of “development aid” and “development policies,” 
after so much progress and so many improvements in technology and science, 
material disparities within and among states keep escalating. One third of 
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humankind lives in absolute poverty. These people live without safe and 
sufficient water, the very foundation of life. 

To meet a bare minimum for drinking and sanitation, at least twenty to forty 
liters of clean, fresh water are necessary per person per day. Yet per capita 
consumption in Germany is 130 liters per day, while in the United States it is 
over 200 liters! According to UN data, unclean water and poor sanitation are 
the leading sources of poor health worldwide. Eight hundred eighty-four million 
people lack access to safe drinking water (or one in eight people), and more 
than 2.6 billion people (or 40 percent of the global population) do not have 
access to basic sanitation services. Every year, 3.5 million people die from 
water-related diseases. Diarrhea caused by lack of safe drinking water, 
sanitation and hygiene, and poor health and nutntional status, is the second 
most important cause of death among children under five. Around 1.5 million 
children die of diarrhea each year. Every twenty seconds, a child dies from a 
water-borne disease such as diarrhea, cholera, dysentery, typhoid, guinea worm, 
and hepatitis. Around 40 percent of the global population lives in regions with 
moderate-to-high water stress. It is projected that by 2025 almost two-thirds of 
the world’s popuauon==d 5.5 billion people—will live in places that cope with 
water stress. 

Global water use grew six-fold in the last century: over twice the rate of 
population growth. In many places, groundwater is consumed more rapidly 
than it is replenished; thus, groundwater tables shnnk. By 2020, 135 million 
people could die of water-borne diseases. This is a higher number than those 
projected to die due to the HIV/AIDS pandemic. Water is also a significant 
part of this pandemic, since many of the deaths of those whose immune 
systems have been weakened by -HIV/AIDS are related to infections 
attributable to dirty water.’ 

Women and Water 

Although inadequate access to water i sanitation affects both women’s 
and men’s health and physical and mental integrity, women are far more 
distressed than men by water scarcity, water-borne diseases, and lack of 
sanitation services. Because, in most societies around the globe, women and 
girls are in charge of cooking, washing, and cleaning, as well as family 
members’ and home hygiene, they are considered to be responsible for 
collection and transportation of water for domestic use. For this, millions of 
women do not just open the tap—and voild—here comes clean, safe, fresh 
water! Instead they have to spend a lot of time and energy gathering water. 
This robs them of the chance to get a proper education, performing income- 
bringing work, or having time for rest and recreation. 

Women and girls walk long distances—ten to fifteen kilometers a day— 
mostly: barefoot, no matter whether they are pregnant or ill, young or old, no 
matter whether the weather is hot or cold, or how dangerous the walk might 
be. They are exposed to dangers such as physical assault, water-related 
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"diseases, attacks from animals, and physical problems due to heavy water 


weight. They hope to find some kind of clean water. If not, they, their 


“+. families, and especially their children fall ‘Ul and even die of water-borne 


diseases. 


Collectively, women in 1 South Africa walk ke equivalent of the distance to 
the moon and back sixteen times a day to fetch water for their families.” All 
this work, of course, is unpaid, causing national loss of income in enormous 
amounts. 

The 2004 Consumers International report emphasizes this: - 


Poor rural women in developing countries may spend eight hours a day 
collecting water, carrying up to 20 kilos of water on their heads each 
journey. One in 10 school-age girls in Africa do not attend school during 
menstruation or drop out at puberty because of the absence of clean and 
private sanitation facilities in schools. Every day 6,000 girls and boys die 
from diseases linked to unsafe water and women are the main caretakers 
for sick children and adults. A woman in a slum in Kenya pays at least 
five times more for one liter of water than a woman in the United States. 
Women activists opposing dam projects in India brave the rising waters in 
protest.’® 


Due ‘to gender insensitivity and restrictions of women’s participation, 


women are barred from significant decision making. Besides their material 


vulnerability, their exclusion from decision making and management of 


resources makes women disproportionately distressed by the lack of adequate, 
clean, and. safe water. As the right to water is ‘not maintained, most of 
women ’s other rights are threatened, too.! 


Conclusion 


However, as bad as the current situation 1s with respect to water provision, 
all is not lost. Occasionally, human rights triumph over corporations’ nights. In 
some countries such as the Netherlands, Norway, and Uruguay, water 
privatization has been prohibited. In cities such as Potsdam, Germany; 
Grenoble, France; and Cochabamba, Bolivia (famous for its “water wars”), 
water supplies have „peen returned to public control after unsuccessful 
privatization attempts.” ' 

But these seem to be the K to the rule, as the advance toward 
privatization goes unbounded. As long as neoliberalism continues, as -long 
as more and more formerly public-owned water facilities are given to private ` 
corporations, neither global inequalities nor gender discrimination will come 
to an end. People living in developing countries will keep on suffering water. 
scarcity, water-borne diseases, and even death due to- contaminated water. 
Women and girls living in developing countries will keep on marching to get 
water, transporting the heavy buckets back home, hoping the water is not — 
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contaminated, and trying to make life as hygienic as possible under these 
conditions. And people will keep over-consuming and wasting water; they 
will keep buying bottled water and polluting the earth with tons of plastic. 

Decades ago, no one would have imagined that humankind one day would 
have to pay for water—the “delicate divinity.” I wonder how long it will take 
big corporations to seize the opportunity and sell us—with ever-greater 
profits, of course—the air we breathe? 

Such a world would, of course, be a dystopia, to which we seem to be 
headed at present, while we must aim at the opposite. As Maude Barlow 
says: “This, then, is the task: nothing less than reclaiming water as a 
commons for the Earth and all people that must be wisely and sustainably 
shared and managed if we are to survive. This will not happen unless we are 
prepared to reject the basic tenets of market-based globalization.”” Sevgi 
Demir was right: water is sacred, a common right, and should not be 
privatized. — 
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Heinberg’s New Coal Question 
Ryan Wishart 


Richard Heinberg, Blackout: Coal, Climate and the Last Energy Crisis 
(Gabriola Island, BC: New Society Publishers, 2009), 208 pages, 
$18.95, paperback. - 


Coal today lies at the very center of the world predicament over the future 
of energy and the climate. An indication of this can be found in the 
November 18, 2010, issue (vol. 468) of the leading scientific journal Nature, 
which includes an article by Richard Heinberg and David Fridley entitled 
“The End of Cheap Coal.” The ‘article opens with the startling words: 
“World energy policy is gripped by a fallacy—the idea that coal is destined to 
stay cheap for decades to come.” What follows is a short, dramatic discussion 
of problems (geological, economic, and environmental) constraining future 
coal production and consumption. Heinberg and Fridley’s argument here has 
been developed more extensively in Heinberg’s recent book Blackout: Coal, 
Climate, and the Last Energy Crisis, which provides us with yet another 
indication of the momentous challenge and burden of our historical time. 

Heinberg is best known as a peak oil theorist, but is probably better 
viewed in his role as a leading Green activist for a post-carbon world. His 
newest book (following Blackout) is The Post-Carbon Reader: Managing the 
21" Century’s Sustainability Crises (co-edited with David Lerch), the 
contributors to which include such leading environmental thinkers/actrvists as 
Bill McKibben, Wes Jackson, Stephanie Mills, David:Orr, and William 

The most serious carbon issue today, as scientists like NASA’s James 
Hansen emphasize, is not oil but coal. To avert a disastrous climate change 
tipping point, Hansen argues, peak oil must be accompanied by peak coal, and in 
fact coal-fired plants must be rapidly phased out to protect the earth.’ Yet coal 
exploitation is commonly presented by the vested interests as a solution to energy 
scarcity. Indeed, some, such as James Fallows in the latest issue of Atlantic 
Magazine, even promote the erroneous idea that “clean coal” (an oxymoron) will 
save the earth from climate changel? 

Heinberg wades deeply into these issues in his book, focusing on estimates of 
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coal reserves and of peak coal production. He concludes that there is far less 
energy to be had from world coal reserves than is typically thought by policy 
makers. Yet, as Hansen has stressed (and Heinberg acknowledges at one point), 
the greatest immediate threat from coal is not its scarcity but its consumption, 
which threatens to push the climate past dangerous tipping points. Though the 
ecological considerations of coal are, unfortunately, something of a secondary 
consideration in Heinberg’s book—he is perhaps too directly concerned with the 
issue of peak coal rather than how this fits into climate change—there is 
nonetheless much that is important in Blackout, for those who see climate change 
and ecological crises more generally as our most pressing planetary problems. 

Heinberg nghtly rejects the notion that fossil fuel scarcity, on its own, will 
solve climate concerns as “a dangerously premature conclusion” (119). Rather, 
the peaking of oil production is likely to drive more production of increasingly 
carbon-intensive and toxic fuels. “In general, human society faces a conundrum: 
unless non-fossil sources of energy are developed quickly, or unless society finds 
a way to operate with much less energy, the depletion of higher-quality fuels 
(natural gas and oil) will mean that efforts to obtain more energy will entail 
burning ever dirtier fuels in proportionally larger quantities in order to derve 
equivalent amounts of energy. The answer to the question, “Will coal, oil, and ` 
gas depletion solve climate change?” is therefore an unequivocal “No” (122). 
Ultimately, Heinberg recognizes that the issue is a political one. 

The longer we pursue energy from coal instead of committing to renewable 
energy and reduced energy consumption, he emphasizes, the worse will be the 
economic and ecological costs and the less likely such ‘a transition will be 
successful. For Heinberg, “Blackout” refers ‘to the possibility that our current 
squandering of energy resources (even setting aside the effects of climate change) 
presents the possibility of catastrophic, and effectively permanent, ecological- 
economic collapse. Perhaps the worst weakness of his book is to confuse the 
nature of this collapse: is it peak energy or climate change that is the real issue? 
The main strength of Heinberg’s book, however, is its succinct packaging of 
complex technical and economic reports and their implications for the economic 
and logistical challenges posed by dwindling coal reserves. Although I would 
have liked to have seen more systematic attention to ecological problems caused 
by coal production as well as consumption, his overall analysis is to be 
commended for placing front and center the impossibility of maintaining the 
increasing energy demands charactenstic of capitalism. 

William Stanley Jevons’s famous “Coal Question” raised the paradox that 
greater efficiency in coal use was, in turn, overtaken by the expansion of coal 
consumption. This paradox became an essential premise in asking what Britain 
should do about the pending scarcity of its primary energy source. For a time, 
new fossil fuels and a global economy made the scarcity issue (though not the 
paradox) moot. Yet, in Heinberg’s book, it may be seen that the world now 
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faces a New Coal Question: How to leave coal in the ground when our 
economic system insatiably demands energy m order to meet its demands for 
perpetual growth? As Hansen and others have proposed, the projected peaking 
of oil and gas production presents the opportunity to stay below the critical 
tipping pomt of 350 ppm carbon dioxide—if we can stop the increasing release 
of this greenhouse gas from coal and other, unconventional fossil fuels such as 
tar sands. However, Heinberg and other environmentalists must come to realize 
that an answer to this question necessarily cuts to the heart of capitalist 
accumulation, class domination, and global imperialism. 


Peak Oil and Peak Coal 


Heinberg proposes that in understanding potential scarcity in both coal 
and oil supplies the real concern is when production will peak. As with oil, 
prediction of when coal production will peak ts difficult to determine with any 
precision. Coal production estimates are closely determined by the extent and 
fashion in which coal will be used in the future as a substitute for oil and gas. 

Coal varies greatly in quality. Anthracite and bituminous coal are the most 
energy-dense coals, followed by sub-bituminous and then lignite. Heinberg 
stresses that some studies find that bituminous production in the United States 
has already peaked, and that the peak for all grades of coal will come between 
2030 and 2035. As the higher-quality coal reserves are exhausted, both 
ecological as well as economic costs increase because greater volumes must be 
extracted, processed, transported, and burned to meet demand for the same 
amount of energy, reflecting the fact. that lower-quality forms of coal will be 
brought into production. In terms of ecological economics, this entails a decrease 

` in energy return on energy invested. Because there is less energy per ton as 
quality declines, energy from coal will peak more rapidly than. tonnage, and 
potential greenhouse gas emissions increase more rapidly per unit of energy. 

This is not a problem confined to the United States, which has some of 
the world’s largest reserves. After reviewing recent estimates of global coal 
reserves and production trends, Heinberg concludes that many, if not most, 
nations’ coal reserves are currently overestimated. This is partly. due to the 
misleading common method of describing fossil fuel reserves in terms. of 
reserves over current production rates—as in the U.S. Energy Department’s 
assertion that the United States has a two-hundred-year supply of coal. 
Heinberg says that such estimates are “always wrong” because of three basic 
factors. 

First, rates of consumption vary over time with the tendency being to 
increase. Second, as the most accessible and high-quality reserves tend to be 
exhausted first, maintaining current levels or increasing production becomes 
more and more difficult. Third, what counts as a reserve changes with new 
discoveries and variations in the cost-effectiveness of available extraction 

‘methods. While the third factor may increase reserves when new deposits are 
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found or better methods of extraction are developed, the first two factors 
contribute to production peaking faster than the rate implied by the “reserve 
over current production” description. In actuality, new discoveries have not 
increased projected reserves. Heinberg emphasizes that most new studies of 
known coal reserves since 1986 (excluding India and Australia) have 
downgraded the amount of coal believed to be minable. 

Higher oil and natural gas prices are often projected to increase demand for 
coal and make profitable the mining of reserves currently considered 
uneconomical. Heinberg warns that, though higher energy prices will likely boost 
the price of coal, “The cost of producing coal is related to the price of oil. 
Consider the case of Massey Energy Company, the nation’s fourth-largest coal 
company, which annually produces 40 million tons of coal using about 40 million 
gallons of diesel fuel....If the price of diesel goes up one dollar, this translates 
directly into $40 million in increased costs; indirectly related costs also climb” 
(40). As other fossil fuels become more expensive, building new coal plants and 
transport systems and running those transport systems will become increasingly 
expensive, thereby making energy from coal more expensive as well. 
Transportation costs in particular are one of the main obstacles to scaling up coal 
production and consumption.* This is already a problem for deposits in the 
western United States, northeastern China, and northern India. 

The coal industry hopes that new technologies will secure the future of its 
investments. Processing coal into liquid fuel is often proposed as a solution to 
higher prices for other transportation fuels. Heinberg claims, “From an energy 
standpoint, the process only makes sense if liquid fuels are at a premium for 
qualities other than their energy content, because coal turned into electricity at 
high efficiency will power electric vehicles three times as far as liquid fuel made 
from an equivalent amount of coal will push a combustion vehicle” (134). 
Aircraft are one such an example, and the U.S. Air Force and Department of 
Defense are currently investing in “coal to liquid” plants. However, each plant 
will cost as much as an aircraft carrier and use a similar amount of steel. 
Because the high cost of such plants, relatively few private companies are 
pursuing them, although some governments are, with China moving the quickest 
and on the largest scale. However, coal to liquids incur additional ecological 
costs beyond higher carbon emissions. China’s Coal Research Institute has 
estimated that 360 gallons of increasingly scarce fresh water will be required to 
produce each gallon of coal-to-liquid fuel (59). 

For electrical power generation, the favored prototype is integrated gasification 
combined cycle (GCC) facilities. These power plants can bum coal more 
efficiently, and can potentially create a number of useful byproducts (e.g., 
synthetic oil), while improving capture of toxic pollutants such as mercury and— 
crucially for climate concerns—carbon dioxide (the disposal of which presents a 
separate problem). But Heinberg cautions that these plants are more expensive, 
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possibly much more so, and their environmental benefits are uncertain. The 
existing plants in the United States have cleaned up air emissions at the price of 
greater water pollution. State investigations by Delaware and Minnesota have 
concluded that proposed plants would not reduce pollution. If carbon capture and 
storage (CCS) is attempted, costs will rise significantly higher. 


Coal and Climate 


If, as Heinberg’s review of the literature suggests, high-quality coal 
reserves are closer to depletion than commonly assumed, then the carbon 
footprint of increased coal consumption will be nonlinear and grow far more 
rapidly than coal’s relative share of the energy supply. bt problem of the 
increased transportation emissions from the higher volumes needed to 
compensate for lower energy content is further aggravated by the geography of 
supply. As deposits closest to demand centers are exhausted first, a greater 
volume of coal must also be transported greater distances. 

Of course, the greatest impact of coal’s carbon footprint is coal’s burning for 
electrical power generation, and it is this stage of the fuel cycle that has received 
the most attention. Yet, despite the Obama administration’s and the coal 
industry's emphasis of CCS as a remedy for coal’s climate liabilities, Heinberg 
is cautionary for a number of reasons. First, CCS technologies are unlikely to be 
developed enough to deploy before 2035 at the earliest. Second, the CCS 
process inevitably consumes a portion of the energy produced at a plant. Three 
general types of CSS are reviewed, each with its own limitations. Mineral-based 
methods are the only category with no chance of failure resulting in the later 
release of the gas. Trapping the carbon in the ocean, in addition to having the 
greatest chance of failure, would likely produce serious ecological effects, as the 
mcreased atmospheric carbon dioxide has already added to the ocean’s acidity, 
endangering ocean ecosystems. Heinberg finds the mineral method of CSS 
unlikely. due to cost.’He also finds that, simply to capture 60 percent of 
emissions, ocean or geologic storage would require the liquefaction and 
transport of a volume of carbon dioxide, in the United States alone, equivalent 
to total U.S. oil consumption, or about twenty million barrels a day. On a 
global level, it has been estimated that liquid carbon dioxide equal to twice the 
volume of world oil flows would have to be managed simply to capture one 
fourth of emissions. 

' Though the engineering challenge and financial cost of such an- 
undertaking at the point of consumption is staggering, it is crucial also to 
consider the increasing spatial and qualitative barriers to scaling up and 
extending coal production. - 


Coal is a lower quality fuel in the best case, and [the United States] is 
. being forced to use ever lower-quality coal. Just to offset the declining 
heating value of US coal while meeting Energy Information 
Administration forecasts for electricity demand growth by 2030, the 
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nation will then have to mine roughly 80 percent more coal than it is 
_ currently mining. If [CCS] and other new technologies for consuming coal 
are implemented, they will increase the amount of coal required in order to 
produce the same amount of energy for society's use, since the energy 
penalty for capture and sequestration is estimated at 40 percent. (52) 


While, setting ecological and social impacts of extraction aside, it is 
possible the United States could double or perhaps even tnple coal 
production to meet this demand, qualitative decline and peak production 
would be moved forward that much faster. As distant and lower-quality 
deposits are brought on line, the carbon impacts from the energy used in 
extraction, deforestation associated with surface minimg, and energy use in 
transportation would also increase accordingly. 

_A limitation of the book, perhaps understandable given Heinberg’s 
primary focus on energy scarcity and secondary focus on climate, is that the 
treatment of non-carbon-related ecological problems associated with coal use is 
sparse and anecdotal. There are examples: the current watershed destruction 
by mountaintop removal mining in Appalachia, the potential disruption of 
Sibenan indigenous groups by surface mining, water consumed by coal- 
processing technologies, or the huge amounts of processed coal waste 
accumulating in South Africa. But these social and ecological costs, 
unfortunately, are not given the kind of systematic treatment that economic 
costs are in examining the possible futures of coal production. 

Heinberg notes that in Russia, “expansion of mining in Siberia will entail 
horrific environmental costs. Surface mining would result in deforestation or 
would disrupt environmentally sensitive tundra; meanwhile indigenous 
peoples throughout the sparsely populated region—which is already hard-hit 
by the effects of climate change—would be displaced or would suffer further 
degradation of their fragile ecosystems” (80). Reading this, I could only 
wonder what cumulative effects an increase in the surface-mining-dominated 
production that he describes elsewhere would have. 

Even expanded underground production can have surprising extraction- 
related ecological costs. The wantonness of China’s underground coal 
production creates a shocking greenhouse contribution from the extraction 
process itself: “Uncontrolled underground coal fires, some of which will 
burn for decades, have become an enormous environmental problem in 
China, consuming an estimated 200 million tons of coal annually—an 
amount equal to 10 percent of the nation’s coal production....China’s 
underground coal fires make an enormous hidden contribution to global 
warming, annually releasing 360 million tons of carbon dioxide—as much 


as all the cars and light trucks in the United States” (56). 


Searching for Answers to the New Coal Question 
Unfortunately, an underlying weakness in his analysis is revealed when 
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Heinberg turns his attention to primanily political-economic questions such as: 
“Will climate concerns succeed in dnving. policy in the face of energy 
scarcity?” (123). Heinberg warns that policy makers, unlike activists and 
scientists, “may look at the evidence through a different lens—one that 
discounts the future in favor of the present....Hagens argues that discount 
rates are based in fundamental human psychology, and perhaps even 
hardwired into our genes and nervous systems” (123). 

Sadly, Heinberg uneritically adopts this treatment of the discount rate as a 
reflection of human nature rather than examining it as a particularly well 
nurtured and institutionalized feature of capitalist society. Not being a 
political economist, Heinberg should perhaps be forgiven for this; after all, his 
conclusion—that we must be wary of crises resulting from energy scarcities 
(such as those likely with the peaking of oil production) derailing political 
efforts to cope with climate change—is certainly well taken. Likewise, his 
suggestion of rationing fuels rather than emissions is amply supported and 
worth consideration. ` 

However, his mistaking of both the underlying social problem (capitalism) 
and of the most imminent ecological problem (climate change. and not peak 
energy) is characteristic of his approach. In the conclusion of the book, 
addressing possible futures, three scenarios are presented, with the effects of 
climate change in each largely ignored (for the sake’of simplicity). The first two, 
in which energy from coal continues to be relied on for economic growth, are 
distinguished by whether “clean coal” G.e., IGCC) and CCS are pursued. Both 
scenarios end in catastrophe and the dallapse between 2030 and 2040, of whole 
civilizations. The third “post carbon transition” scenario is meant to provide a 
vision for a sustainable society. Here we see that, for Heinberg, like so many 
Green thinkers, it is easier to imagine the end of the world than the end of 
capitalism. 

Lacking a framework with which to analyze the structural connections 
between economic power and political decisions, in Heinberg’s post-carbon 
future revolutionary changes simply and inexplicably happen. Heinberg 
appeals for a shift to the “new economic paradigm” laid out in Herman 
Daly’s work on steady-state economics. Yet, in the process, he ignores (to a 
greater extent than Daly) the barrier that capitalism poses to such a future. As 
Fred Magdoff and John Bellamy Foster have noted, “There is, however, one 

slight problem with this ‘capitalist no-growth utopia’: it violates the basic 
motive force of capitalism....A stationary state, or steady-state, economy as a 
stable solution is‘ only Gincewable if separated from the social relations of 
capital itself.” Without an understanding of these social relations, Heinberg 
is left to explain political failures as reductionist “human nature,” warning of 
reactionary responses to mass suffering under higher energy prices, and 
hoping for political foresight and planning, without any firm basis for how to 
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achieve such a revolutionary divergence from our current trajectory. | 

Heinberg proposes a transition in which “the primary financial stakeholders m 
society—including weapons manufacturers, banks, and fossil fuel companies—are 
engaged in the transition rather than marginalized, as otherwise they would likely 
derail the effort” (162). Yet how and why these companies would be convinced to’ 
adopt policies focused on human needs within the limitations of a “steady-state” 
contrary to their current reasons for existence—prohts and growth—is left a mystery, 
as is the political force causing nations to abandon imperialism in favor of 
cooperation. 

Sull, what is compelling about Heinberg s flawed argument is his sense of 
the real urgency of the modern “coal question”: . 


It may be tempting to think of coal as a transitional energy. source for the 

next few decades, while a longer-term energy strategy emerges. But in that 
case an important question arises: Will there be sufficient investment 
capital and technical resources in three or four decades to fund the 
transition to the next energy source, whatever it may be?... The transition.if 
deferred will thus be more expensive and difficult than it would be now. 
Indeed, the’ longer a transition to an ultimate (and sustainable) energy 
source regime is put off, the harder that transition becomes. (53) 


For those committed to preventing ecological disasters associated with 
climate change, the effects of declining coal reserves—and the shift to lower- 
quality coal that this entails—are important to consider in light of both their 
ecological and economic consequences. From this standpoint, 
environmentalists such as Heinberg, concerned primarily with anticipating 
and planning ‘for the peaking of fossil fuels in a way that avoids ecological 
catastrophe and allows for continued human development must come to 
recognize that: “Faced with limited natural resources, there is no rational way 
to prioritize under. a modern capitalist system, in which the well-to-do with 
their economic leverage decide via the market how commodities are 
- allocated.”® 

Contrary to Heinberg’s best wishes, war profiteers, Wall Street, and Big 
Oil cannot simply be presented with a rational plan and be expected to 
comply. Building a political movement broad and inspiring enough to tackle . 
the New Coal Question on a’ platform of social justice requires gaining 
democratic control. of government, industry, education, and media messaging. 
This means directly challenging the dominance of capital in each sphere. 
Blackout offers scholars and activists an overview of projections on future coal 
production and their complexities, but social movements will need to look 
elsewhere for what is to be done about the historical burden of our coal 
question. [he question of a post-carbon future is inextricably connected to the 
. question of a post-capitalist future. 
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MONTHLY REVIEW Fifty Years Ago 


A number of foreign students of the Cuban Revolution have stressed 
the leading part played by young ‘intellectuals; and some have even 
considered the Cuban Revolution to be an outstanding manifestation of 
the world-wide “revolt on campuses”—similar to what has taken place in 
Turkey, South Korea, Japan, and elsewhere. This view has deep 
theoretical roots, and relates to two propositions which are central to both 
political theory and a general interpretation of the historical process. One 
is an implied rejection of the principle tenet of historical materialism 
according to which it is social classes that are the prime agents on the 
historical scene, with both the composition of these classes and their broad 
political and ideological outlook determined chiefly by their position in the 
economic structure. The other, closely connected with the first, is the 
assertion that the intellectuals constitute a separate social stratum, an 
“elite” above classes which play an independent and indeed a decisive role . 
in history. This doctrine, the most influential exponent of which was the 
late German professor Karl Mannheim, is held, not unnaturally in great 
esteem by many intellectuals on both sides of the Atlantic, and has been 
strongly advanced in this country by C. Wright Mills. 

—Paur A. BARAN, “Reflections on the Cuban Revolution,” 
Monthly Review, January 1961 
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In November, Fred Magdoff traveled to Shanghai with his wife, Amy 
Demarest, to attend the Marxism and Ecological Civilization conference at 
Fudan University (see the Review of the Month in this issue). Here are some 
reflections from Fred. about the conference, Shanghai, and China, past and 
present. 

People attending the November 17-18 conference were from Fudan, other 
universities in Shanghai such as Donghua University, as well as Wuhan 
University, Tsinghua University (in Beijing), and Beijing University. Also 
attending were non-university personnel such as a representative from the 
Institute of World Socialism of the Central Bureau of Compilation and 
Translation. The only other Westerner attending was Joel Kovel, editor of the 
journal Capitalism Nature Socialism and contnbutor to MR. Many of the 
speakers were interested in contemporary Westem Marxist thought, especially 
the ideas of Marx and Engels on the environment. Guo Jianren, one of those 
helping to organize the conference, did his doctorate on John Bellamy Foster’s 
work, and John’s ideas and contributions were cited many times throughout 
the conference. During informal discussion, a number of people mentioned 
how important MR and Monthly Review books have been and continue to be 
to them. People remember Paul and Harry. And the reaction to my 
recollections of Bill Hinton, called Han Ding in China, makes it clear that his 
contributions will be long remembered. 

Although I was,well aware of the sweeping changes since last being 1 in 
Shanghai twenty years ago, the physical and cultural transformation is truly 
stunning. New elevated highways, new subway lines (quiet and clean, judging 
from our ride on the Number 10 line), new buses, lots of new automobiles, 
whole landscapes of high-rise apartments and tall commercial skyscrapers, a 
brand new international airport. Looking across the Huangpu River from the 
Bund—the natural levee near where the Western colonial powers set up shop 
in the nineteenth century—toward Pudong on the other side, I realized that 
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all the buildings I was seeing were built within the last two decades. So much 
of the city has changed that you can almost believe you are in Paris or 
London or New York. Some of those attending the conference came to 
Shanghai on a high-speed train. A number of long-distance trains are now 
operating, and the 2011 opening of the Beijing-to-Shanghai route will cut the 
rail travel time between those cities from ten to only four hours. China is 
developing a network of high-speed trains, expected to cover nearly ten 
thousand miles by 2020. 

Amy and | made a point to visit the memorial at the site of the First 
Congress of the Communist Party of China, held in secret in the 1920s. We 
saw artifacts as well as exhibits about conditions in China at the time. We 
read about the great famines of the late nineteenth century (see below) and 
the colonial intrusions and economic control, including the Opium Wars. 
Quite a bit of mental juggling goes on when one considers that it is the 
Communist Party of China that is leading the headlong rush to capitalist 
development. Although a considerable portion of certain industries remains 
state owned, the profit motive is now the driving force of the economy. 

The advances are amazing, but many problems have ansen in the rush to 
develop. Some examples are the continued exploitation of workers (though 
some have gained a little bargaining power); the confiscation of land/buildings 
at will for development by municipal and county authorities who inadequately 
compensate people for the loss of their homes or livelihoods; massive pollution 
of air, water, soil; many industrial accidents in poorly supervised and 
managed projects; and the inability of the economy to absorb college 
_ graduates in work appropriate to their education. (While we were in 
- Shanghai, a temible incident, taking fifty-eight lives, occurred as the 
supposedly fire-retarding insulation being sprayed on the outside of an 
apartment house under renovation caught fire from a welder’s torch.) 

The disparities between the new wealthy and the poor are well known by 
all, and the government has done some, but not nearly enough, to remedy the 
situation. According to a November 20 editonal in the English language 
China Daily, it was not surprising that “China ranks 125th on the Forbes’ 
gross national happiness (GNH) index... [because thirty-six million people] 
in China still live m extreme poverty. Economic growth amid bipolarizing 
income certainly cannot solve their problems. The beautification projects— 
taller buildings, wider roads, and -bigger cities—only makes these vulnerable 
people invisible.” And with significant food price inflation, “such people 
encounter untold suffering even at the slightest rise in food prices. They suffer 
the most because of environment degradation, soaring housing prices and 
dwindling jobs, especially decent ones.... The poor desperately need help. 
Whatever gains have been made against abject poverty risk beg undone by 
rising food prices.” 

Many people in China have long memories and are trying to pass on some 

of their remembrances—whether regarding recent history, in an effort to keep - 
~ some of Mao’s ideas and ideals alive, or regarding the more distant past—to 
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the young. A very good friend of ours came to the conference from Shanxi 
Province (the one where Bill spent much time, and where the village of Long 
' Bow, featured in Fanshen, is- located). He was a farmer and village leader 
during the Cultural Revolution and for many years has been an important 
agricultural scientist, breeding new varieties of wheat for growing in northern 
China. One of his current interests is to remind people of the terrible famines 
that struck China (as well as India and other locations) in the late nineteenth 
century. He told us that he heard stories about the famines from his ` 
grandfather. 

For a full year, fan spring of 1877 through spring of 1878—part of the era 
that Mike Davis discusses in his book Late Victorian Holocausts—there was no 
rain whatsoever. As he visited fields around the region, our friend kept an eye 
out for artifacts from the famine and found eight large stones carved in separate 
villages, describing what happened in the village during the famine. On average, 
in a society wracked by severe drought and weakened by integration into the 
system developed by Western imperialism, about 70 percent of the people died. 

As they had done’ in India, the English industrial looms destroyed the 
Chinese cottage industry of spinning and weaving cotton as a source of income. 
Additional problems included the dwindling Chinese system of grain storage 
because. of the financial stress of the Opium Wars, the growing trade deficits 
resulting from forced opium imports, the adoption by the Great Powers of the 
gold standard, as well as midcentury civil wars and floods. When disaster 
struck, even the use of cash (instead of stored grain) could not relieve the 
problem, because the available money couldn't keep up with the vast price 
inflanon—there just wasn’t enough locally available grain. The difficulty of 
transportation to the famine areas also made long-distance transport extremely 
expensive. Areas depopulated by deaths and migration at the time of the 
famines did not recover earlier population densities until the mid-twentieth 
century. 

As we consider the prospects of a destabilized climate in A future, we 
should keep in mind that dramatic.climate anomalies such as those of the late 
nineteenth century—like nothing that has occurred since—can devastate large, 
regions of the world. All the more reason to do whatever we can to help 
educate people about, the environmental! harm being done to the planet by a, 
system whose only driving force is profits, a system that must grow continually 
to avoid recession or depression, that views resources as infinite, and that 
assumes that the earth’ can permanently absorb all the waste we generate. . 

AY . 


} 
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Our responsibility is to insist on the right of political dissent, thaugh 
without illusions. So long as the regime maintains the forms of the electoral 
exercise, of democratic rights, and of argued “judgments” in its courts, we 
must, as best we are able, strive to expose the substantive reality. 

From this perspective we sought an informed legal opinion on the written 
judgment issued against Binayak Sen by second additional sessions’ judge, 
Raipur, B P Verma. P A Sebastian, a Mumbai-based lawyer and 
democratic rights activist, and a leading figure of the International Association 
of People's Lawyers, its Indian constituent, the Indian Association of 
_ People's Lawyers, and the Committee for the Protection of Democratic 
Rights, Mumbai, has provided for us the following analysis. 


Manufacturing Sedition from Political Dissent : 
The Judgment against Binayak Sen 
P A Sebastian 


The charge against the accused in the case of Piyush Guha, Binayak Sen 
and Narayan Sanyal is that they have aided and abetted the Communist 
Party of India (Maoist) which has been banned under the Unlawful 
Activities (Prevention) Act. 

The case starts with the arrest of Pryush Guha, a tendu leaf trader. The 
prosecution says that on 6 May 2007 the police superintendent, Raipur sent 
a wireless message to all the police stations under him that the police should 
closely search suspicious persons, suspicious vehicles, hotels, lodges, rest 
houses and dhabas. They were also directed to search thoroughly the street 
vendors, detain all suspicious characters and legally proceed against them. In 
the course of carrying out such a search, B S Jagni, the inspector of Raipur 
police station, was told by an informer to keep an eye on all those walking 
towards the railway station. Then he says that he suddenly spotted Piyush 
. Guha. The police stopped and questioned him on the basis of suspicion, but 
not receiving satisfactory answers, the police called one Anil Kumar Singh, a 
passer-by and took both to the police station and opened the bag of Piyush 
Guha and found in his bag three magazines, a newspaper and three letters 
among some other things. Anil Kumar Singh, the passer-by, deposed before 
the court that he heard Guha say to the police that Binayak Sen used to meet 
Narayan Sanyal, one of the three accused, in jail and collect letters from him. 
= Binayak Sen passed on the three letters concerned to Guha who, in turn, 

passed on them to the CPI(Maoist). 


ANALYTICAL MONTHLY REVIEW/ JANUARY 2011 61 


EDITORIAL 


The whole case revolves around this story which has many loopholes. 
Piyush Guha was produced before a magistrate on 7 May 2007 under 
Section 167 of the CrPC. He stated before the magistrate that he was 
actually detained on | May 2007, not on 6 May as claimed by the police. He 
was kept in illegal custody, blindfolded and incommunicado for 6 days in 
violation of CrPC which stipulates that an accused should be produced before 

a magistrate within 24 hours of his arrest. He further said that he was picked 
up by the police not from the road leading to Raipur railway station as stated 
by the police but from Mahindra Hotel. The statement of Guha that he was 
picked up by the police from Mahindra Hotel is supported by the affidavit of 
the government filed in the Supreme Court while opposing the bail 
application of Binayak Sen. 

However, the judge accepted the police claim that the statement in the 
Supreme Court (SC) was a “typographical error”. Here are two statements 
which are different from each other. Both of them were made on oath. A 
word, a figure or a few letters can be treated as typographical error. It goes 
against common sense and rationality to say that an important statement made 
in the SC on oath is typographical error. The second additional sessions’ 
judge, Raipur, B P Verma, has done a disservice by this statement to the 
Indian judicial system which is already sinking under the burden of corruption 
and other misdemeanours. 

The prosecution states that the police recovered three letters written by 
Narayan Sanyal and addressed to his party comrades from the bag of Piyush 
Guha. The only evidence produced by the prosecution in this respect is the 
deposition by one Anil Kumar Singh, the “passer-by” mentioned above. He 
said that the police called him by gesture and intréduced to him a person 
called Piyush Guha. The police told him that Guha was a suspected person. 
Then they opened his bag and recovered some CPI(Maoist) literature and 
three letters which later on, the police claimed, were wntten by Narayan 
Sanyal. Anil Kumar Singh further said that he overheard Guha say to the 
police that those three letters were given to him by Binayak Sen. The 
‘narration of the event shows that he did not know when the police took Guha 
into custody. When he saw Guha, he was already in police custody. He did 
not know whether the police had picked up Guha on | May and planted the 
letters and other articles on him. Yet the whole case rests on this Ani! Kumar 
Singh assertion that-he heard Guha say to the police that Binayak Sen had 
given him the letters. This hearsay has no evidentiary value. The statement 
made in police custody is not admissible against the accused. Once the police 
fail a that they caught Guha from station road, the whole edifice of the 
case falls. 

Besides, Binayak Sen visited Narayan Sanyal with the permission of the 
senior superintendent of police. The prisoners are permitted to wnite letters. 
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The restriction is that the prison authorities will read the letters and censor 
them, if necessary, before they are sent out. So the presumption is that the 
letters did not contain anything objectionable unless one concludes that the jail 
authorities collaborated with Sanyal to carry on illegal activities, in which case 
the judge should have asked the government to take legal action against the 
jail authorities. ‘The judgment does not say whether the content of the letters 
- was objectionable or not. No action could have been taken against the accused 
unless the content was unlawful. A discussion about the central point is 
missing in the judgment. Canrying letters from prisoners is not unlawful ‘in 
itself. 

Some of the things which the judge says are strange and they do not go 
will with a supposed judicial mind. The judge refers to several people as 
Nakxalites and treats them as criminals. There is no law in India or anywhere 
else in the world which defines the term “Naxalite” and treats them as 
criminals. However, the burden of the judgment is the term “Naxalite” and 
the inherent criminality of the term “Naxalite”. The judgment keeps on saying 
that Binayak Sen and Piyush Guha knew Naxalites and met them. The 
judgment uses interchangeably the terms “Naxalite” and CPi(Maoist) and 
concludes that Sen and Guha aided and abetted the CPI (Maoist) which is a 
banned organisation. 

The judgment repeats that some letter or letters recovered from Sen’s 
house address him as “comrade”. The learned judge takes it for granted that 
“comrade” meant that Binayak Sen was a member or supporter of the 
CPI(Maoist). The English dichonanes state that “comrade” means‘ an 
intimate friend or associate or companion. Does the judge know that Pandit 
Jawaharlal Nehru, Subhash Chandra Bose and Jayaprakash Narayan were 
addressed as “comrades”. Clement Attlee, the former prime minister of 
England, was addressed as “comrade”. One can rest assured that he does not 
know. Can India afford to have such judges to decide the fate of human life? 
The judgment is arbitrary to the extreme. It does not define the terms; it does 
not set up a nexus. 

Just one instance will demonstrate the whimsicality and ideological biasof 
the judge: “Amita Shrivastav was a teacher in Daga Higher Secondary 
School two years ago. She came to the school through Hina Sen who is 

, acknowledged by Binayak Sen as his wife. She worked in the school for seven 
‘months and then stopped coming to the school. Amita had a CD related to 
the Second World War Nazi camps. This was shown to the students in the 
school. Later it was found that Amita was connected to Naxalites and had 
absconded”. It is really shocking that the judge interprets anth-Nazism as 
Communism. How did the judge know that she was connected to Naxalites 
and she had absconded? How did he know that she had not been abducted 
and killed by some criminals like Salwa Judum? 
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The judgment is full of such absurdities. Two examples will further 
illustrate the point. One case is the way he deals with a telephone 
conversation betweexr Bula Sanyal and Binayak Sen. Bula Sanyal is -the 
sister-in-law of Narayan Sanyal. The judge concluded from this that there was 
contact between Binayak Sen, the family of Narayan Sanyal and 
CPI(Maoist) supporters. Narayan Sanyal being a Naxalite the judge inferred 
that his whole family consisted of supporters of CPI(Maoist). Sen’s 
conversation with one of the family was sufficient proof that he was also a 
CPI(Maoist) activist. The contentions of this sort are really asinine. 

The judge accepts the police version of Salwa Judum and says that it is 
not a state organised vigilante squad and is a spontaneous reaction of the 
tribals against Naxalites. The judgment indicates that “terrorism and 
oppression of the Naxalites increased so much that it became a question of life 
and death for the tribals of the area. Such reasons led to the launching of anti- 
Naxalite Salwa Judum campaign”. The judgment tries to explain what the 
‘Salwa Judum’ means. ‘Salwa’ means peace and ‘Judum’ means meeting at 
one place for some specific purpose’. [he judge makes reference to some 
articles seized from Piyush Guha and states that “they have demonstrated 
' opposition to Salwa Judum and praised People’s Liberation Army and paid 
homage to the killed Maoist comrades”. 

On the basis of such facts and logic, the judgment pronounces that Piyush 
Guha, Binayak Sen and Narayan Sanyal have committed sedition. 

The accused have been punished under Section 124-A of the Indian 
Penal Code which deals with sedition. It says that “whoever by words, either 
spoken or written. ...brings or attempts to bring into hatred, contempt, or 
excites or attempts to excite disaffection towards, the government established 
' by law in India, shall be punished with imprisonment for life...” A literal 
adherence to the Section makes every opposition to the government an offence — 
punishable with life imprisonment. The Comptroller and Auditor General’s 
report states that the Indian state has lost 1.76 lakh crore because of the 
fraudulent dealings in the allotment of 2-G spectrum. A writ petition pending 
in the Supreme Court alleges that Rs 70 lakh crore has been deposited 
abroad to evade tax. There are enormous sums which could have made a 
difference to the quality of life which the Indian masses lead. Free education 
and free medical treatment are constitutional mandates. However, they have 
not been implemented on the plea that there was no money. If one articulates 
such matters, it naturally brings the government established by law into 
contempt and hatred and causes disaffection towards the government. It 
means that the vast majority of people can be prosecuted and jailed under this 
section. But where do we keep them? The whole country will have to be 
converted into the prison camp. Is this not an irredeemably absurd idea? 
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fhe constitutional adi of the Section -124-A the IPC has been 


ve challenged in the’ Supreme Court and. the Court has repeatedly said that 


‘the sedition ` ' as defined under Section 124-A can be constitutionally 
_ tolerated only if the prosecution proves that the statement of the accused . 
has led to violence. The judgment in this case does not even discuss the 
content of the letters allegedly recovered from Piyush Guha and whether 
he delivered. them to the CPI(Maoist). If he delivered them to the party, 
the } prosecution had to further prove that the letters led to such and such 
specific incidents of violence. The judgment. is absolutely silent on such- 
points. The! judgment manifests the misuse and “abuse of Section 124-A 
of the Indian Penal Code. A law which is so susceptible to misuse and 

. abuse i in raw hands or biased minds should be deleted from the statute 

book of India which claims to be the largest democracy in the world. 
i This judgment i is one more symptom of the ideological degeneration of 
~ the Indian. Judicial system. The judgment in the Babri Masjid case 
resorted to rule of faith in place of rule of law. In this case; the judge says 
that Piyush’ ‘Guha has to prove that he was arrested. from Mahindra Hotel 
- on | May; not on 6 May and the letters. were planted: on’ him new 


`. trough the prima facie evidence was in ‘favour of Guha. The- judge 


_ shifted the burden of proof to the accused which violated the- basics of the 


a criminal justice system.. The judgment indicates that the Indian judiciary 


_ 18 moving arvar: 
i (NY 

A ee contest has grown between those (usually powerful). forces 
and institutions that see water asa commodity, to be put on the open _ 
market. and sold to the highest bidder, and those who see water as a 
“public trust, a common heritage of people and nature and a fundamental - 
human right.. The origins of the movement, generally referred to as the 


_. global water justice movement, lie in the hundreds: of communities: around 


‘ the world where people are fighting to protect. their local water supplies 
from pollution, destruction by- dams and theft—he i it, from: other countries, 
< . their owni governments or private corporations such as bottled water 
- companies ' and private utilities backed by the World Bank. Until the late 
1990s, however, most were operating in isolation, unaware of the other 
struggles o i the global nature of the water crisis. 
| | `. —Maude Barlow, pine Covent 102-03 
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The United States—Indian “strategic partnership” is an ongoing 
background fact of our lives. For a moment in 2007 national attention was 
focused on the growth of this far-from-equal military relationship, with the 
presence of a U.S. fleet in the Bay of Bengal making use of Indian bases in 
the so-called “Malabar exercises.” The left parliamentary parties gathered 
effective demonstrations against the presence of U.S. warships and, with the 
concurrent opposition to the unequal U.S. nuclear treaty, achieved a high- 
water mark in recent anti-imperialist mobilisations. 

In the years since, joint U.S.-Indian military and “security” operations 
have continued and indeed increased, but the regime has used its resources to 
keep such events out of the news, and the diminished energies of the 
parliamentary left have been focused elsewhere. In the coming weeks naval 
exercises with the U.S. fleet will take place far from our shores, but—a 
deliberate provocation—in the East China Sea and together with the 
Japanese fleet. A further shame to the Indian fleet is that this participation 
shall be based on Okinawa, dominated by vast U.S. bases that the brave 
natives of that island have valiantly sought to be rid of for fifty years. The 
Obama administration has, in this regard, as in all others, been a 
continuation rather than a “change”. In October 2009 “Exercise Yudh 
Abhyas 2009” brought to India many hundreds of U.S. troops, and was 
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The Internet’s Unholy Marriage 
to Capitalism 


John Bellamy Foster and 
Robert W. McChesney 


The United States and the world are now a good two decades into the 
Internet revolution, or what was once called the information age. The past 
generation has .seen a. blizzard of mind-boggling developments in 
communication, ranging from the World Wide Web and broadband, to 
ubiquitous cell phones that are quickly becoming high-powered wireless 
computers in ‘their own right. Firms such as Google, Amazon, Craigslist, 
and Facebook have become iconic. Immersion in the digital world is now or 
soon to be a requirement for successful participation in society. The subject 
for debate is no longer whether the Internet can be regarded as a 
technological development in the same class as television or the telephone. 
Increasingly, the debate is turning to whether this is a communication 
revolution closer to the advent of the printing press.’ 7 

The full impact of the Internet revolution will only become apparent in 
the future, as more technological change is on the horizon that can barely 
-be imagined and hardly anticipated.” But enough time has transpired, and 
institutions and practices have been developed, that an assessment of the 
digital era is possible, as well as a sense of its likely trajectory into. the 
future. 

Our analysis | in this. article ail focus on the United States—not only 
because it is the society, that we know best, and: the Intemet’s point of 

origin, but also because it is there, we believe, that one most clearly finds 
the integration of monopoly-finance capital and the Internet, representing 
the dominant tendency of the global capitalist system. This is not meant to 
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suggest that the current U.S. dominance of the Internet is not open to 
change, or that other countries may not choose to take other paths—but 
only that all alternatives in this realm will have to struggle against the 
trajectory now being set by U.S. capitalism, with its immense global 
influence and power. 

What is striking, as one returns to the late 1980s and early. 1990s and 
reads about the Internet and its -future, is that these accounts were almost 
uniformly optimistic. With all information available to everyone at the 
speed of light and impervious to censorship, all existing institutions were 
going to be changed for the better. There was going to be a worldwide two- 
way flow, or multi-flow, a democratization of communication unthinkable 
before then. Corporation: could no longer bamboozle consumers and crush 
upstart competitors; governments could no longer operate in secrecy with a 
kept-press spouting propaganda; students from the poorest and most 
remote areas would have access to educational resources once restricted to 
the elite. In short, people would have unprecedented tools and power. For 
the first time in human history, there would not only be information 
equality and uninhibited instant communication access between all people 
everywhere, but there would also’ be access to a treasure trove of 
uncensored knowledge that only years earlier would have been unthinkable, 
even for the world’s most powerful ruler or nchest billionaire. Inequality 
and exploitation were soon to be dealt their mightiest blow. 

The Internet, or more broadly, the digital revolution is truly changing 
the world at multiple levels. But it has also failed to deliver on much of the. 
promise that was once seen as implicit in its technology. If the Internet was 
expected to provide more competitive markets and accountable businesses, 
open government, an end to corruption, and decreasing inequality—or, to 
put it baldly, increased human happiness—it has been a disappointment. 
To put it another way, if the Internet actually improved the world over the 
past twenty years as much as its champions once predicted; we dread to 
think where the world would be if it had never existed. | 

We do not argue that the initial sense of the Internet’s promise was pure 
fantasy, although some of it can be attributed to the utopian enthusiasm 
that major new technologies can engender when they first emerge. (One is 
reminded of the early-twenteth-century view of the Nobel Prize-winning. 
chemist and. philosopher of energetics, Wilhelm Ostwald, who contended 
that the advent of the “flying machine” was a key part of a universal 
process that could erase international boundaries associated with nations, 
languages, and money, “bringing about the brotherhood of man.”°) 
Instead, we argue that there was—and remains—extraordinary democratic 
and revolutionary promise in this communication revolution. But 
technologies do not ride roughshod over history, regardless of their 
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mmense powers. [hey are.developed in a social, political, and economic 
context. And this has strongly conditioned the course and shape of the 
sommunication revolution. 

This economic context sonis to the paradox of the Internet as it 
leveloped in a capitalist society. The Internet has been subjected, to a 
ignificant extent, to the capital accumulation process, which has a clear 
ogic of its own, inimical to much of the demòcratic potential of digital 
ommunication, and that will be ever more so, going forward. What 
emed to be an increasingly open public sphere, removed from the world 
Xf commodity exchange, seems to be morphing into a private sphere of 
ncreasingly closed, propnetary, even monopolistic markets. 

Our argument is not a socialist argument against capitalism's anti- 
Jemocratic tendencies per se, which- we then extend to the case of- the 
internet. Although we would not be uncomfortable taking such a position, 
t would make something as extraordinary and unique as the digital 
evolution too much a dependent variable—and: it’ would allow those 
»pposed to socialism to dismiss the argument categorically. Instead, we 
vase our argument on elements of conventional economic thought, 
əroduced by scholars who, by and large, favor capitalism as a system. Our 
‘ritique, derived from classical and mainstream terms of analysis, will 
‘epeatedly demonstrate the weaknesses of allowing the profit motive to 
lictate the development of the Internet. 

In particular, we argue that applying the ‘ ‘Lauderdale Pandor (or the 
‘ontradiction between public wealth and private riches) of classical political 
‘conomy makes a strong case that the most prudent course for any society is 
o start from the assumption that the Internet should be fundamentally 
yutside the domain of capital. We hope to provide a necessary alternative 
vay to imagine how .best to develop the Internet in contrast to the. 
;ommodified, privatized world of capital accumulation. This does not mean 
hat there can be no commerce, even extensive commerce, in the digital 
ealm, but merely that the system’s overriding logic—and the starting point 
or all policy discussions—must be as an institution operated on public 
nterest values, at bare minimum as a public utility. 

It is true that in any capitalist society there is going to'be strong, even at 
imes overwhelming, pressure to open up areas that can be profitably 
‘xploited by capital, regardless of the social costs, or. “negative externalities,” 
is economists put it. After all, capitalists—by definition, given their 
‘conomic power—exercise inordinate political power. But it is not a given 
hat all areas will be subjected to the market. Indeed, many areas in nature 
ind human existence cannot be so subjected without destroying the fabric of 
ife itsel/—and large portions of capitalist societies have historically been and 
emain largely outside of the capital accumulation process. One could think 
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of community, family, elon education, romance, elections, research, and 
national defense as partial examples, although capital is pressing to colonize 
those where it can. Many important political debates in a capitalist society 
are concerned with determining the areas where the pursuit of profit will be 
allowed to rule, and where it will not. At their most rational, and most 
humane, capitalist societies tend to preserve large noncommercial sectors, 
including areas such as health care and old-age pensions, that might be 
highly profitable if turned over to commercial interests. At the very least, the 
more. democratic a capitalist society is, the more likely it is for there to be 


` credible public debates on these matters. 


_— = 


However——and this is a point dripping in ae a fundamental 
debate never teak place in relation to. the Internet. The entire realm of digital 


' communication was developed through govemment-subsidized-and-directed 


research and during the postwar decades, primanly through the military and 
leading research universities. Had the matter been left to the private sector, to 


the “free market,” the Internet never would have come into existence. The 
total ‘amount of the federal subsidy of the Internet is impossible to determine 


with precision. 
_ As Sascha Meinrath, a leading policy eve puts it: calculating he 
amount of the historical federal subsidy of the Internet “depends on how 


one parses government spending—it’s fairly modest in terms of direct cash 


outlays. But once one takes into account rights of way access that were 
donated and the whole research agenda (through the Defense Advanced 
Research Projects Agency, the National Science Foundation, etc.}, it’s 
pretty substantial. And if you include the costs of the wireless subsidies, tax 
breaks (e.g., no sales taxes on online purchases), etc., it’s well into the 
hundreds of billions range.”* For context, Meinrath’s estimate puts -the 
federal investment in the Internet at least ten times greater than the cost of 
the Manhattan Project, allowing for inflation.® 

That is not all. The early Internet was not only noncommercial, it was 
also anti-commercial. Prior to the early 1990s, the National Science 
Foundation Network, the forerunner to the Internet, explicitly limited the 


` network to noncommercial uses. [f anyone dared to sell something online, 


that person would likely be “flamed,” meaning that other outraged Internet - 
users would clog the individual’s email inbox with contemptuous messages 
demanding that the sales pitch be removed. This internal policing by 


Internet users was based on the assumption’ that commercialism and an 


honest, democratic public sphere did not mix. Corporate media were the 


problem, and the Internet was the solution. Good Internet citizens needed 


to be on the level; they should not hustle for profit by any-means necessary. 


_- The lack of debate about how the Internet should be developed’ was 
due, to a-certain extent, to the digital revolution exploding at precisely the 
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noment that neoliberalism was in ascendance, its flowéry rhetoric 
oncerning “free markets” most redolent. The core spirit was that 
usinesses should always be permitted to develop any area where profits 
ould be found, and that this was the most efficient use of resources for an 
conomy. Anything interfering with capitalist exploitation was bad 
conomics and ideologically loaded, and was usually advanced by a 
leadbeat “special interest” group that could not cut the mustard in the 
vorld of free market competition and so sought protection from the corrupt 
ietherworld of government regulation and bureaucracy:® This credo led the 
Iive for “deregulation” across the economy, and for’ the privatization of 
mce public sector activities. | 

The rhetoric of free markets was adopted: by all sides in the. 
ommunications debate in the early 1990s, as. the World Wide Web 
urned the Internet seemingly overnight into a mass medium. For the 
‘usiness community and politicians, the Internet was all about unleashing 
ntrepreneurs, slaying monopolies, promoting innovation, and generating 
friction-free capitalism,” as Bill Gates famously put it” There was great 
noney to-be made. Even those skeptical’ toward corporations and 
ommercialism tended to be unconcerned, if not sanguine, about the 
apitalist invasion, as the power of this apparently magical technology could 
verride the efforts of dinosaur corporations to tame it. [here was plenty of 
oom for everybody. The Internet bubble of the late 1990s certainly 
ncouraged capitalism’s embrace of the Internet, and- U.S. news media 
ould barely contain themselves with their enthusiasm for the happy couple. 
-apitalism and the Internet seemed a marriage made in heaven. 


nternet Service Providers 


A more sober analysis, however, can locate certain O ERE if 
lot contradictions, i in ascribing so called “free markets” to the Internet, 
eyond the fact that the [nternet’s very existence was a testament to public 
ector investment Three areas stood out early on or have emerged 
orcefully in subsequent years. 

First, the dominant wires that would come to deliver Internet service - 
wrovider (ISP) broadband access for Americans were and are controlled _ 
yy the handful of firms that dominated telephone and cable television. ~ 
[hese firms were all local monopolies that existed because of government 
nonopoly licenses. In effect, they have been the recipients of enormous 
ndirect’ government - subsidies through their ‘government monopoly 
ranchises. They would not know a “free market” if it kicked them in the 
‘orporate. butt. Although often’ despised by consumers, they were arguably 
he most extraordinary lobbying force in the nation, as their survival 
lepended on government authorization and support. The telephone 
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companies had lent their-wires to Internet transmission and, over the course 
of the 1990s, they—scon followed by the cable companies—realized it was- 
their future, and a very lucrative one, at that. All the more so, considering 
that ISP’s are the only entry point to the Internet and digital networks. 

` These telephone and cable -giants came to support the long process of 
what was called the “deregulation” of their industries that came to a head 
in the 1990s; not because they eagerly anticipated ferocious new 
competition, but because they suspected deregulation would allow them to 
grow ever larger and have more monopolistic power. It was a cynical 
moment. The stated justification for deregulation was that these traditional 
phone and cable monopolies would ‘be. permitted to use their wires to 
compete with each other in local markets, creatmg bona fide market’ 
competition. In.exchange, restrictions on mergers would be relaxed, so they 
could gird themselves for the coming competitive warfare. Images of the 
Wild West Internet were invoked to suggest’ an onsiavent of new 
competitors in telecommunication. 

It was ail nonsense, as the powerful incumbent ieee had sufficient 
monopoly power—both commercial and political—to assure no new 
serious competitors emerged. [he upshot was that, although there has been 
almost no new competition as a result, there has been a wave of mergers 
shrinking the number of telephone and cable powerhouses down to between 
six and ten, depending on one’s criteria—around half the total from the 
mid-1990s—with AT&T, Verizon, and Comcast ruling the roost. _ 

_ Deregulation has led to the worst of both worlds: fewer. enormous 
firms with far less regulation.® To top it off, the political power of these 
firms in Washington, D.C. and state capitals has reached Olympian 
heights. These monopolists are the poster children for crony capitalism, 
which in theory coL beralk despised but in practice they invariably 
championed. : 

This has ‘had tok implications for broadband development in the 
United States. Unlike firms in many other nations, U.S. telephone and 
cable firms are not required to allow competitor broadband ISPs access to . 
their wires, so there is virtually no meaningful competition in the now 
crucial broadband ISP industry. Fully 18 percent of U.S. households have 
‘access to’no more than a single broadband provider—-a monopoly. Using 
Federal Communications Commission (FCC) data (that the FCC 
‘acknowledges probably overstates the degree of actual competition), 
another 78 percent of U.S. households has.at most two choices for wired 
broadband access, a duopoly comprised of the local monopoly telephone 
and cable companies. Economic theory suggests that, i in.a duopoly, the 
. smart play for each firm is to imitate the other; and it is in both firms’ self- 


'. interest to have sky-high prices. The evidence suggests that in the coming- 
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years this situation is just as likely to get more monopolistic as it is to get 
more competitive. Meanwhile, four companies control the mushrooming 
U.S. wireless market, and the two leaders—AT&T and Verizon—are in 
the process of amassing one hundred million subscribers each. With 
dreams of converting the Internet into an expanded version of cable 
television, all of these firms have spectacular. incentive to “privatize” the | 
Internet as much as possible, and to use their control ver broadband 
access asa bottleneck where they can exact additional tolls on users. 
Moreover, with little meaningful competition, as the FCC acknowledges, 
these firms have no particular incentive to upgrade their networks.” 

Remarkably, the United States, which created and first developed the 
Internet, and which ranked, throughout the 1990s, close to first in world 
Internet connectivity, now ranks between fifteen and twenty in most global 
measures of broadband access, quality of service, and cost per megabit. "° 
There is no incentive to terminate the “digital divide,” whereby poor and 
rural Americans remain unconnected to broadband far beyond the rates in 
other advanced nations; a digital underclass encourages people to pay what 
it takes to avoid being unconnected. There is a striking comparison here to 
health care, where Americans pay: far more than any ‘other nation per 
capita, but get worse ‘service, due to the parasitic existence of the health 
insurance industry. President Barack Obama said that if the United States 
were starting from scratch, it would obviously make more sense (from a 
public welfare standpoint) to have a publicly run‘health care system, and 
no private health insurance industry.’' The same overall logic applies to 
broadband Internet access, in spades: 

It is worth noting that this is pretty much how Senator Al Gore 
understood matters during his years in Congress, when he championed 
funding for the Internet. In 1990 he argued that the natural foundation for 
the “information superhighway” would be a public network analogous to the 
_ interstate highway. system.’ Lease the lines from the telecommunication - 
companies, and then have them stay out of the way. That generally 
uncontroversial assessment was buried under an avalanche, once Wall Street 
cast its eyes that way, leading Vice President Al R to start singing a 
different tune, and has been long forgotten. 


} 
t p| 


Market Concentration iri Multiple Areas | 


There are many distinct levels at whicti Internet activity idles place, and 
all of them are in the process of being commercialized. The second area ` 
where conventional microeconomics would raise eyebrows if not ring alarm 
bells is how capitalist development of Internet-related industries has 
quickly, inexorably, generated considerable market concentration at almost 
every level, often beyond that found in non-digital markets. What this 
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means is that there are multiple areas where private interests can get a 
chokehold on the Internet and seize monopoly profits, and they are all 
being pursued. Google, for example, holds 70 percent of the search engine 
market, and its share is increasing. It is on pace to challenge the market 
share that John D. Rockefeller’s Standard Oil had at its peak. Microsoft, 
Intel, Amazon, eBay, Facebook, Cisco, and a handful of other giants enjoy ` 
considerable monopolistic power as well. The crucial Wi-Fi chipset market, 
for example; is a duopoly where two firms have 80 percent of the market 
between them. Apple, via iTunes, controls an estimated 87 percent. 
market share i in digital music downloads and 70 percent of the MP3 player 
market.'* 

This, too, runs directly counter to the notion of the Internet as a 
generator of competition and consumer empowerment, and as a place for 
an alternative to the top-down corporate system to prosper. Writers like 
Clay Shirky and Yochai Benkler wax eloquent about the revolutionary 
potential for collaborative and cooperative work online. Some of this has 
carved out an important niche on the Internet, which stands as a tangible 
reminder of how different the Internet could look. They point to peer-to- 
peer activities, the Open Source movement, Mozilla Firefox, WikiLeaks, 
and the. Wikipedia experience. We find this work illuminating and 
encouraging, and it | points to the great potential of the Internet that we have 
only begun to tap." 

But this collaborative eer arguably the democratic genius of the . 
Internet, runs up against the pressure of capital to consolidate monopoly 
power, create artificial scarcity, and erect fences wherever possible. At nearly 
every turn, industries connected: to the Internet have transitioned from 
competitive to oligopolistic in short order. To a large extent, this is a familiar 
story: any sane capitalist wants to have as much market power and as little 
competition as possible. By conventional economic theory, concentration in 
markets in general is bad for the efficient allocation of resources in an 
economy. Monopoly is the enemy of competition, and competition is what 
keeps the system honest. 

It is supremely ironic that the Internet, the long-ballyhooed kanpi of 
increased consumer power and cutthroat competition, seems, in the end, to 
be more a force for monopoly. To be clear, the Internet is still crystallizing 
as an area of capitalist development, and historically speaking, appears 
quite dynamic, so it is premature to act as if the. dust has settled. 
Nevertheless, the monopolistic tendencies in the overall economy are 
powerful, and the Internet adds a couple of additional wrinkles of its own 
to the mix. 

In an area where eao is paramount, commercial interests have 
incentive to acquire proprietary rights to a technical standard that is highly 
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desirable, or even necessary, for users’ of the ‘system. Consider the H.264 
codec; owned by the MPEG’ LA group, with licenses held by Microsoft, ` 
Apple, and others. It is quickly becoming the’ standard for ‘online video, 
currently getting 66 percent of the’ market.: With’ a’ bottleneck on ‘Internet 
traffic like this; the owners of H.264' cdn ‘create much desired “billable 
moments.” Economists often term shakedowns like this © ‘economic rents” to 
refer to'the (undeserved) i income economic actors receive by virtue of their 
ownership: of a “scarce | fesource, ” independent“ of the cost “of 
production/reproduction. : 

‘Most important, the Internet ‘adds to''the ‘mix’ what i economists’ term 

“network effects,” meaning that j just about everyone gains by shdnng use of 
a particular service ‘or’ ‘resource. Information ‘networks, in particular, 
génerate “demand-side -econoriiies ‘of ‘scalé,” related to ‘the ‘ capture’ of 
customers as opposed ‘to’ supply-side ` economies’ of ‘scale (prevalent in 
traditional oligopolistic industry) related to cost ‘advantages: as scale goes 
up.” The largest firm inan industry increases ‘its’ attractiveness to 
-consumers by an order’ of magnitude as its gets a greater market share— 
similar to how a htirricane picks’ up speed as it crosses the ocean’ on a hot 
summer’ day-——and makes it almost’ impossible ‘for’ competitors with 
declining ‘shares to‘ remain ‘attractive or ‘competitive. Wired editor Chris 
Anderson put the matter ‘succinctly: “Monopolies are actually even more 
likely in highly networked: markets like the otiline world) The dark’ side of 
network effects is that rich’ nodes get ‘richer: Metcalfe’s law, which states 
that: the value “of a network increases‘ in ‘proportion to the square of 
connections; creates winner-take-all’ markets, where’ the gap between ‘the 
number one and number two players ts typically large and growing.”  ' 
_ Google is a classic example of economies of scale arid monopoly power; as 

it grows’ larger, its search’ engine becomes ever mòre superior ‘to’ erstwhile 
competitors, not to mention’ it gains the ‘capacity’ to build’ up traditional 
barriers-to-entry and scare away anyone trying to’ mess with it.’ Its network 
effects are so large that it has drowned out all other search engines, allowing it 
to prosper by selling data derived from its’ network, to others (as well as. 
prominently positioning paid-for “sponsored links”), marketing the vast mine 
of data at its disposal. In the c o Id days, stich © “winner take all” markets were 
termed “natural monopolies.”” ` ` 

Likewise, consider Microsoft, which has been ` able: to exploit the 
dependence of a' wide ‘range of software applications ` on its underlying 
operating’ ‘system in order ‘to’ lock in its operating system’ “seemingly 
permanently, allowing it to‘enjoy long-term monopoly-pricing power. Any 
competitor, seeking | to introduce a new, rival operating system, is faced with 
an enormous “applications barrier to D entry. ia “Apps” have thus become 
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” key to the construction of barriers of entry and monopoly power, not only in > 
relation to information technology i in general, but also, more aed 
today, ı in relation to the Internet. | 
~~ Along these lines, new devices, sich as the ‘Phong | ihe Pad, Sry 
with: them applications specific to a given device that are designed to lock 
customers in a whole commercial domain that mediates between them and - 
the Internet—quite differently than the Web—and that generates, “network 
effects”. and: ‘rising sales for the producer. The more that a particular device 
becomes the interface: for whole networks of applications, ‘the more 
. customers. are drawn in, and the exponential demand-side economies of 
- scale take over. This directly translates into enormous economic power, and 
the ability to determine. much of the technological, landscape., Once such 
. €conomic power is fully consolidated and people become ‘increasingly 
dependent on a new device, network prices can be leveraged up. 

For Anderson, all this is simply the way of things: “A technology is 
invented, it spreads, a thousand flowers bloom, and then some one finds a 
` way to own it, locking others out. It happens every time....Indeed, there. 
has hardly ever been a fortune created without a monopoly a some sort, or 
at least an oligopoly. This is the natural path of [capitalist] 
industrialization: invention, propagation, adoption, control....Openness is 
_ a wonderful thing in the nonmonetary economy....But eventually our ` 
tolerance for the delirious chaos of infinite competition finds its limits.””* © 
Here we are offered a false choice between unlimited, uncontrolled private 
competition with its economic uncertainties or private monopoly ‘and the 
formation of great fortunes. The exclusion of the public realm 1 is taken as an ` 
article of faith. 

_ Monopoly power that Andstinn says is “even more likely” to emerge in 
the Internet’s highly networked markets begets all sorts of problems. Such 
monopolistic firms accrue huge amounts of cash with which they can gobble 
up any potential competitor or promising upstart attempting to create a new 
commercial sector on the Internet. These corporate giants use their 
monopoly base camps to make expeditions to conquer new areas in the 
Internet, especially those in proximity to their monopoly undertaking. 
Google, for example, has a purported $33 billion in cash to play with. It 
has spent many billions making several dozen key Intemet acquisitions, 
averaging around one acquisition per month, over the past several years. In 


. just the first three quarters of 2010, Google reported that it made forty 


"distinct acquisitions.” Microsoft, with. $43 billion in cash on hand, has a 
_ similar record. Apple is sitting on $51 billion in cash to play with. 
_ The idea that new technological breakthroughs will create competition 
_ online is increasingly absurd, and if it does somehow happen, it will only be 


a temporary stop on the way to more monopoly. The exceptional case is 
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not actual competition—that is not even in the range-of outcomes—but, 
instead when a new application avoids being conquered by an existing 
giant.and creates another new monopolistic powerhouse’ (a new Facebook, 
for example) because the upstart is able to. escape the clutches or 
-enticements of an existing giant laden with. cash, and create its own “walled 
garden” of economic: value. The name of the game in sucH br 
gardens” of value is to exploit what economists now sometimes call “ 

enhanced surplus’ extraction effect,” that is, the increased i to fleece 
those walled within.”4 l 

Even more dire by the andad: of PEES an economics is ‘ie 
manner in which this monopoly power permits giant Internet firms 
effectively to control the policy-making process and nigidify their power with 
` minimal public * “interference.” To the extent there are genuine policy 
debates, it is because powerful firms and sectors—much like King Kong 
and Godzilla—square off against one another. The most striking manner 
in which. this political power manifests itself is with regard to 
electromagnetic spectrum, which can be defined as “the resource on which 
all forms of electronic wireless communication rely—the range of 
frequencies usable for the transmission of information.” There is an 
enormous amount of unused spectrum that could be put to use—greater - 
‘than the amount actually in use—but the incumbent spectrum users prefer 
the artificial scarcity that rewards them, and the government obliges. In 
2011 AT&T alone has license to $10 billion worth of spectrum that is 
laying fallow, while it lobbies to have more spectrum diverted to it.” 

Some economists acknowledge that such monopolistic tendencies are 
emerging but claim they will only be temporary, due to the technological 
dynamism of the digital world. The usual assumption is that new 
technology will beat down the walls erected around any monopolistic 
market in a Schumpeterian wave of creative destruction. But there is little 
evidence to support this claim—at least in the relevant time frame of a 
human society—given these giant firms’ power to shape the entire terrain of 
the market, and their enormous size and financial and political power, 
which increase with leaps and bounds. There may be some reshuffling of 
the deck, but these giant monopolies are here for the duration 

In much economic theory, natural monopolies should either be publicly 
owned or, at the very least, heavily regulated to prevent abuses, especially 
as they often tend to monopolize crucial public functions. The free market 
option does not compute. [his most certainly applies to the telephone and 
cable companies which rule the broadband ISP roost. (André Schiffrin 
suggests this is the debate we should be having about Google.”*) Yet 
corporate political power has basically eliminated the threat of ‘public 
ownership, as well as the government aggressively enforcing’ its antitrust 
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laws, which, if applied in the manner that was common a generation or two 
ago, would almost certainly have attempted to break up many of these 
firms. The regulation that has remained, antitrust or otherwise, has done as 
much, or more, to guarantee the existence of profitable firms and industries 
as it has to protect and preserve public interest values threatened by . 
commercial interests. 

- In the realm of the Internet, a state-corporate alliance has developed 
that is matched perhaps only in finance and militarism. It makes a mockery 
of traditional economics, with its emphasis on an independent private sector 
responding to a competitive market. [t also makes a mockery of the 
traditional liberal notion that capitalist democracy works because economic 
power and political power are in two distinct sets of hands, and that these 
interests have strong conflicts that protect the public from tyranny. 

Examples of how large communication corporations and the national 
~ security state work hand-in-hand are beginning to proliferate. The one that 
was exposed—and is singularly terrifying—concerned how, for much’ of the 
past decade, AT&T illegally and secretly monitored the communications 
of its customers on behalf of the National Security Agency.” The more 
recent stories of how Amazon and PayPal/eBay cooperated with the 
government in the WikiLeaks affair may not be m the same league, but 
they point to the demise of the separation of public and private interests at 
the heart of liberal democratic theory. 

Without meaning to be pejorative or alarmist, it is difficult to avoid 
~ noting that what is emerging veers toward the classic definition of fascism 
as right-wing corporatism: the state and large corporate interests working 
hand-in-hand to promote corporate interests, and a state preoccupied with 
militarism, secrecy, and surveillance.” In such an environment, political 
liberty, except to the extent it is trivial or unthreatening, is on softer ground. 

This integration of corporations and the state leads us to reappraise one 
of the greatest claims for the Internet: the notion that the Internet was. 
impervious to control or censorship, and is the tool of the democratic 
activist. [he same Internet, for both commercial and political reasons, can 
provide an unparalleled instrument for surveillance.” This does not mean 
that activists cannot use the Internet to do extraordinary organizing, merely 
that this has to be balanced with the notion that the Internet can make 
individual privacy from state and corporate interests difficult, if not 
impossible. The monopoly-capitalist development of the Internet has given 
more weight to the antidemocratic tendency. 


Information as a Public Good 


If the Internet has proven a spawning eesiea for monopoly, it i 
additional problems when we look specifically at how capitalist media 


12 ANALYTICAL MONTHLY REVIEW/ MARCH 2011 


THE INTERNET’S UNHOLY MARRIAGE TO CAPITALISM 


industries. address the. digital -world. This is the third area of conflict - 
between economic theory and the Internet, and probably the most deep- 
seated. Media products have. always -been a fundamental problem for 
capitalist economics, going. back to the advent of the book. The problem ı iS 
that a person’s use of information, unlike tangible goods and services, does 
riot prohibit others from using it. Gn economic. terms, it is non-rivalrous and. 
non-exclusionary)... For tangible products, the type that fills economics 
textbooks, one person consuming a product or. service precludes another 
person from consuming the same product or service. Two people cannot’ 
eat the same hamburger or simultaneously drive the same automobile. 
More of the product or service needs to be produced to satisfy additional 
demand. 

Not so with imation: Karl Mar did not need to wnite individual 
copies of Capital for every single reader. Likewise, whether two hundred or 
two hundred milion people read Capital would not detract from any one 
reader's experience of it. What, this meant for book publishing was that 
anyone who purchased a book could then print additional copies and sell 
them. There would be. free market competition, and the price-of the book 
would come tumbling down to the marginal cost of publishing a copy. But 
authors would only receive compensation for those copies of the book they 
personally published or authorized. Consumers got inexpensive books, 
which was great for a democratic culture, but authors did not necessarily 
receive enough compensation to make it worth their while to write books. . 
The market did not work. 

This was the ongin of copyright awe, 50 ponani that their principle 
is inscribed in the U.S. Constitution. Authors received temporary 
monopoly rights, to control who could publish their books to make certain 
the author received sufficient compensation.’ Thomas Jefferson only 

reluctantly agreed to copyright, detesting it as a government-created 
monopoly that was effectively a tax on knowledge. The Constitution statés. 
explicitly that copynght licenses cannot be permanent, and, their initial 
length was fourteen years. (To be, accurate, the driving force behind 


copyright was not authors as much as publishers, whose, business prospects © 


hinged on getting government monopoly privileges.) 

When - new: media technologies: developed ` and E media 
corporations. emergéd in the twentieth century, they were able to. pressure 
Congress routinely to extend, the length and scope of copyright 
protection—or, to put it in plain English, government monopoly protection 
licenses—-dramatically. This has been a godsend to their bottom lines— 
indeed, -to the very existence of their industries-—but at a high-cost to ` 
consumers arid artists wishing to use material protected by copyright’ for 
licenses that can extend well over one hundred years. It is now routinely 
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extended so we have, in effect, permanent copyright on the installment: 
plan, and nothing produced since the 1920s has been added to the public 
domain. Copyright has long ago lost its loose connection to’ promoting the. . 
interests of thé itinerant author, and has become a major policy to protest 
„the wholesale privatization of our common culture.*” 

But that still did not eliminate the core economic problem, which new 
technologies only aggravated. Consider over-the-air broadcasting. Whether - 
‘one person or one million people listened to a program did not affect the 
cost of producing the program. The marginal cost of the’ program for ` 
additional listeners was zero, and by conventional market economics, the’ 
justifiable price for the program should therefore be zero. Likewise, a 
broadcaster could not charge a listener to tune in to a program, because she 
could listen for free. Other nations solved this dilemma by creating state- 
. funded public broadcasting systems that broadcast programs to which 
` anyone who owned a radio (or television) could listen (or watch). The 
United States solved this problem by allowing business advertising to 
` subsidize broadcasting conducted by for-profit corporations. The issue in . 
the early 1930s of whether broadcasting should be a capitalist industry was 
one of the more important debates in U.S. media history.” Later, cable 
and satellite television created artificial scarcity to force people to subscribe 
in order to watch channels like HBO or Showtime. | l 

- The Internet raised the market problem suggested by broadcasting 
exponentially. Now digital content could be spread instantly, at no charge,. 
all over the world with the push of a button. “Scarcity,” which, as Adam 
Smith said in The Wealth of Nations, “is degraded by abundance,” and yet _ 


is a requirement for capitalist market economies, no longer existed.” It. 


‘seemed difficult to erect effective barriers. Once sufficient. broadband ` 


existed, music, movies, books, TV shows—everythingl—would be out 
_ there in cyberspace accessible to anyone for free. The immediate response 
of the commercial media to their worst nightmare was to ratchet up — 
‘copyright enforcement, and this has proven to be somewhat effective, 
though at a high cost for Internet users, undermining the very ability to link . 
and draw from other work that makes the Internet so revolutionary. 
Another major prong of this response was the development of digital rights 
management (DRM) technologies that imposed artificial limitations on the 
functionalities of digital devices and software. 

“That still did not answer the question of where the’ money ey come 
‘from if entertainment media were to transition to a digital world. 
Commercial media turned, again, to Madison Avenue, and advertising has 
begun to move online, though nowhere near the “old media” levels. At the 
same time, the largest media conglomerates were working furtively with the 
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giant telecommunication and Internet’ firms to and ways to “sell content 
effectively online.’ Apple’s iTunes began to point the way:- -downplay the 
open Internet, the World Wide Web, and set up propnitary systems. ee 
+ The Internet today’ is seeing’ a’ wave ` of alliances. among the ‘largest - 
corporations at’ all levels of our analysis. Erecting’ large’ walls, creating. 
scarcity, is-the name of the game. The 201 T merger of Comeast with NBC. 
(owner of Universal film studios as well as television interests) appears to- . 
be the first great merger of the new era, The future increasingly looks like 
one where the wireless Internet world: will come to equal or exceed ‘the . 
traditional wirelitie broadband sector, and ‘this will be a proprietary system 
that does not practice’ “network néutrality” or have the openness long 
associated with the Internet. We should ‘expect more great mergers among 


and between the largest media, telecommunication, computer, and Internet - -. 


corporations, along the lines.of Comcast-NBC. 
As the authors ‘of a-2011 report by the New: Akaa Foundation put 

it, we are entering a world of digital feudalism, where a handful. of colossal: 

corporate mega- giants ‘rule privaté empires. Advertising will be given every 

opportunity to exploit the system, and any meaningful notion of privacy will — 

have to be sacrificed. “For once the fate of a network—its fairness, its rule ~~ 


set, its capacity for social . „or economic reformation—is- in the hands of | 


policymakers and the. cérporations. funding them,” -one. of the earliest . 
champions of the democratic’ Internet recently observed, “that network loses _ 
its power to effect change. .”35 It is'a world that would have been considered | 
impossible not too long ago, but it is the destination. at which one inevitably i 
arrives, if capitalism i is behind the peering wheel. : 


The Matter of Journalism Gre . 
It appears that corporate. entertainment aa may e found a paih to 


a digital future—albeit at'a very. high cost, and without the consideration of 7 


alternatives—but :the. ‘same ‘cannot be. said for ‘journalism, or, for that 
matter, freedom ‘of. speech.. Here conventional. economics provides useful 


assistance in developing a-critique,.but one is also informed by elementary | : , : : 
liberal democratic theory and U.S. history. The:U.S. system of governance . ©. |” 


as originally conceived-—and as subsequently interpreted by the Supreme 
Court—is predicated on having a ‘credible: news media system to inform 
citizens of. pressing matters-and monitor those in, and those who wish to be 
in, power. The Internet arguably caime with | greater promise for journalism, ` 


freedom of speech, and democratic renewal that, for any pier area.’ ‘Here, a 


therefore; the failure is:most profound. 


Inthe inthalleuphoris: the Internet tended'to lead peoples think that it hn 


could smash the barriers-to-entry to. the old.media monopoly and- arrive ata 
verdant new. competitive, era of media. As, saracii S lyricist: and — 
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“ sberibertatian” John Perry Barlow famously put it, back i in 1995, the 
big media conglomerates, i in making their mergers and acquisitions, were 
merely “ rearranging , deck chairs on the Titanic.” They would all soon, be: 
submerged by the Internet, with its unlimited number of Web sites. All ` 
sorts of newcomers could enter what had been a restricted field, and if ‘they 
could locate a following,. they would be able. to ‘generate sufficient revenues, 
to make a go of it, S es n ; 
It did not happen quite. this i way, senker fr entertainment meda o or for. 
journalism, Putting together an attractive Web. site people would want to. 
visit and support in large numbers. requires resources. If the big guys, with 
all their, advantages, were struggling, to make ago ofi it, it was a nightmare 
for. everyone else. In fact, no content-creating newcomers have been- able to 
enter the field. i in any significant manner and make money, despite the 
ostensible opportunity to leapfrog existing ‘barriers-to-entry.. The | huge. 
media conglomerates are only now in the process of converting the digital 
realm. into a lucrative source of profit making for entertainment products— 
‘and the profits still pale in, comparison., to, those, generated by, their ‘ ‘old 
media” operations. , nee es 
` Journalism is, a. rather | different cane Tt is an area; unlike 
‘entertainment : media, where ‘copyright plays a minimal role 1 in the business 
_ operation, . Unlike books ` or, music or films, the content tends to be 
produced for immediate consumption, Moreover, journalism ‘has ‘a 
: somewhat different economic problem, than commercial entertainment, one 
that. precedes and ` is independent of the Internet: providing sufficient 
quality and quantity ‘of reportage has always. been: a problem, for the market. 
There is little evidence that final purchasers ‘of news media throughout 
history ever comprised a large enough revenue base to support’a satisfactory 
popular riews inedia, something that democratic governance requires. `: 
ty aln-the-first- century of the. United-States,. the ‘press system received 
support both. from political parties and from. enormous federal printing — 
‘and -postal subsidies.. Were. the- U.S. federal government to. subsidize 
` journalism in-201. 1 at the-same percentage of GDP it did! in. the 1840s, 
it;would .spend..in- the :$30+35: billion’ range.*” (Contrast that to the 
approximate $400. ion aoe to public: broadcasting byt the federal 
Liable pana ee ee ee oA eer. Ser a 
By the. twentieth Senn a. comercial: newspaper system was fully i in 
eee federal subsidies. - fell sharply, though -` they.: never 
disappeared—-but now ' the majority of revenues came. from. commercial 
advertisers, who had little interest in journalism -per se; and great interest 
„in selling their products to newspaper readers.. = cn alan Conio, 
Capitalist control: over‘the news ‘mediathas always: been problemita 
R] values ‘have tended to be incongruous with: journalism: as +a 


1s 


16 a _ ANALYTICAL MONTHLY REVIEW/ MARCH, 2011 


ae ae 


THE INTERNETS UNHOLY MARRIAGE TO CAPITALISM 


public service; -and owners have enjoyed using the Dolitical power. of the 
press to. their advantage.. . That prerogative was generally weighted toward 
advancing the. interests. of the owning classes. In fact, “professional 
journalism” emerged as a form of industry self-regüladon: in the first half of 
the twentieth century, to some extent to allay concerns about monopolistic 
or commercial control over ‘public information. It did so by. informally 
delegating control of the newsroom to professionally trained editors and. 
reporters. The professional system was probably at ite peak in the 1960s or 
1970s, and-even then it was far from perfect. 

The current crisis of journalism began in the 1970s, owing in part to 
increasing corporate consolidation of ownership, which exploded in the 
1980s. In monopolistic markets, media owners had incentive to lowball the 
resources to newsrooms, assuming they would keep‘ their customers and 
advertisers. [hese firms were out to maximize: prof, and journalism was 
merely a means to that end.. 

The system of. Posa E E began to ‘wither. Comon 
owners increasingly found journalism too expensive for their tastes. The . 
number of working journalists per capita began t decline by the late 
1980s, though corporate news media profits were beoming, and in the first 
decade of the new century, the number of journalists fell off a cliff. In 1960 
the ratio of public’ relations people—attempting surreptitiously to doctor 
- the news—to working journalists was around I-to-I. In 2011 the ratio 
approaches 4-to-]. Large sections .of public. life are barely’ covered 
anymore, and those that are rely to a ‘much larger extent on the unfiltered 
missives of PR firms. Add to this: the rabid ght-vang partisan ramblings 
of commercial media, and we'are,, in many respects, in the midst of a 
golden age of propaganda. E 

The Internet did. not cause — crisis of EN but. it. certainly. 
accentuated it. It took away tens of billions of dollars: of advertising—in one 
. decade, Craigslist alone all but wiped out $20 billion in’ newspaper 
classified advertising. Advertisers had no partcular. commitment ‘to 
newspapers any. more than journalism, and the digtal world created-new 
‘and better alternatives. The Internet also- providec one more reason for 
young people to avoid reading in¢reasingly flaccid: newspapers ‘or watching 
TV news. The one thing news media had done that was unique—provide 
original coverage of events: in:their communities ard on their beats—had 
_ been. cut back. What they’ replaced it -with—sports, entertainment’ news, 
trivia—could be found anywhere and had no connection to “hard” news.. 

Journalism has many traits of a public good.. It-1s something society - 
needs and something a self-governing ‘society’ recuires. But the market 
cannot produce journalism in ‘sufficient quantity or quality. Public goods 
generally require public subsidy and explicit public policies to exist. This 
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was implicitly understood during the first century of U.S. history, but the 
role. of advertising in supporting -journalism masked its public -good 
characteristics thereafter. For the past century, media critics have 
concentrated on how the market has negatively affected the quality of 

journalism; now, as the dust clears, the issue of the quantity of the news, of 
the very existence of popular journalism under capitalist, auspices, has 
moved to the fore. 

~ -For the past decade, the great question has been: Will the Internet: 
provide the market basis for. resources sufficient to spawn a viable 
independent mass journalism? The answer is now in: It won’t. Not even 
close: The corporate news media sector will. provide its version of greatly 
scaled-back news online, but by no account will this come close to filling the | 
breach, and that does: not even broach the issue of the quality of this 
corporate journalism. If there are going to be independent, competing 
newsrooms covering the world in the coming years, it will require a major 
change. from the -current course. It will have to recognize the particular 
economics of journalism and the irrelevance, even mendacity, of the “free 
market” approach. Ín short, this is precisely a public policy debate of the 
first order. i 
_ The one saving grace of the erick its genius if you will, was that’ at 
the end of the day, no matter what, any person could start a Web site and: 
acquire uncensored access to a global audience. This was democracy’s 
trump card: against tyranny. Regrettably, we can now see that, as wonderful: 
as it is to visit Web sites featuring material that would never see the light of 
day in mainstream media or the corporate ‘Web sites, it is not sufficient. As 
Internet scholar Matthew Hindman has put it, we: should ‘not confuse the: 
right to speak with the ability to be heard. 


"The evidence is now in: though there are an infinite number of Web = 


sites, human beings are only capable of meaningfully: visiting a small 
number of them on a regular basis. The Google search mechanism strongly 
encourages implicit censorship, in that sites that-do not end up on the first 
_ or second page of a search effectively do not exist. As: Michael Wolff puts 
it. in Wired: “[T]he top 10 Web sites-accounted for 31 percent of US: 
pageviews in 2001, 40. percent in 2006, and about 75 percent in 2010.”: 
“Big sucks the traffic out of small,” Wolff quotes Russian Internet investor 
Yuri Milner.. “In theory you can have a few very successful: individuals 
controlling hundreds of millions -of people. You can become big fast.” And 
once you get big, you stay big.” 
l Hindman’s research on journalism, news media, and political Web sites 
is striking in this regard. What has emerged is “power law” distribution 
‘where a small number of political or news media Web sites get the vast 
majority of traffic.” They are dominated by the traditional giants with 
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Name recognition and resources. “There i is a “long tail” of gazillions of Web 

_ sites that exist but get little or ño traffic, and few people have any idea that 
they exist. Most of them wither, as their producers have little incentive and 
yesources to maintain them. (This.is ‘not to denigrate the “long tail,” as its 
existence is of ‘considerable value and political importance; the point, 
instead, is to emphasize that tlie “long tail” is precluded from having the 
resources to enter the heart of the system and gain widespread exposure.) 
There is also no “middle class” of robust, moderately sized Web sites; that 
aspect of the news media system’ has been wiped out online. It leads 
Hindman to conclude that the online news media are more concentrated 
than the old media world. This is true, too, of the vaunted blogosphere, 
whieh has effectively ossified. Its traffic is highly concentrated in a handful 
of sites, operated by people with astonishingly elite pedigrees. Although the 
right to’ launch a Web site and speak to the world persists, its real-world’ 
significance is diminishing, as the proprietary realms of the wireless Internet 
render the open Web less relevant. 

- In sum, the Internet, left prey to capitalism—to having the hunt for 
stofits dictate its development—has veered ‘off. in ‘a direction that 
downplays and undermines, rather than exploits and accentuates, the most 
revolutionary and democratic aspects of its technology. As long as the 
Internet is assumed to be pnmanily a profit-generating medium, and all 
policy and regulation is premised’ on that presupposition, it is difficult to 
imagine a different course than the one described herein. For some, like. 
Wired's Chris Anderson, this is the way of the market and therefore the 
" way of the world. But, as we have shown, the capitalist development of the 
Internet creates significant problems by the standards of market economics. 
Evidence abounds that another course is necessary. Fortunately, another 
way of envisioning the Internet is available, again from the field of 
economics itself. - 


The Lauderdale’ Paradox!” 


. In order to explain at'a deeper level the fate of the TAON arising from 
ts unholy marriage with capitalism, itis necessary to introduce a distinction 
that i is nonexistent in today’s neoclassical economics, but that was central to’ 
‘economics in its classical beginnings: one between public wealth and 
private riches. ale «oe 

The contradictions of the outa EE e of coi are bas 
explained'in terms of what is known. in the history of economics as’ the: 
“Lauderdale Paradox:” James Maitland, the-eighth Earl of Lauderdale . 
(1759-1839); was the author of An Inquiry into the Nature and Origin of - 
Public Wealth and into the Means and Causes of its Increase (1804). In: 
the paradox with: which his: name came to be associated, Lauderdale 
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árgued that there.was an inverse ‘correlation between public wealth and 
private riches such that an increase in the latter ofteh served to diminish the 
former. “Public wealth,” he wrote, “may be accurately defined, —to consist 
- of all that man desires, as useful or delightfal to him.” Such goods have‘use 
value and thus constitute wealth. But private riches, as opposed to wealth, 
require something additional (i.e., have an added limitation), consisting “of 
all that man desires as useful or delightful to him; which exists in a degree of : 
Saa in other words, i is a necessary requirement for eee to 
have value in exchange, and to augment private niches. But this is not the . 
case for public wealth, which encompasses: all value in use, and thus 
includes not only what is scarce but also what is abundant. This paradox 
led Lauderdale to argue that increases in scarcity in such formerly 
abundant but necessary elements of life as air, water, an and food would, if. 
exchange values ‘were then attached to them, enhance individual private 
riches, and indeed the:riches of the country—conceived of as “the sum-total. 
of individual riches” —but only. at the expense of the common wealth. For . | 
~ example, if one could monopolize water that had previously been freely ` 
available by placing a fee on wells, the measured riches of the nation would ` 
be increased at the expense of the growing thirst’ of the population.. 
- “The common sense of mankind,” Lauderdale contended, “would 
revolt” át any proposal to augment private riches “by creating a scarcity , 
of any commodity. generally useful and necessary to man. ” Nevertheless, - 


=- he was aware that the capitalist society in which he lived was already, in 


many, ways, doing something of the very sort. He explained that in, 
particularly fertile periods, Dutch colonialists burned “ spiceries” or paid | | 
natives “for collecting the young blossoms or green leaves of the nutmeg 
trees” to kill them off; and that in plentiful years “the tobacco-planters in. 
Virginia,” by legal enactment, burned “a certain proportion of tobacco” 
for every slave working their fields. Such practices were designed to ~ 
increase scarcity, augmenting private riches: (and the wealth of a few) by ` 
destroying or artificially limiting what constituted public wealth—in this - 
case, the produce of the earth. “So truly is this principle understood by : 
those whose interest leads them to take advantage of it,” Lauderdale: - 
wrote, “that nothing but the impossibility of general combination protects: 
the public wealth against the rapacity of private avarice.”™ 
Lauderdale explicitly extended his paradox to the world of art oe 
culture. “The- High price of-a painting or any other work of Art,” he: 
= wrote, “may make the fortune of the Artist,” and contribute to the private. _ 
‘riches of whoever is fortunate enough to possess. the work of art, but this ` 
can be seen as. contributing at the same time to. “the poverty of thè, . 
community in the article, of.that species of painting,” which is valued based: I. 
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on its scarcity and inaccessibility $ To be sure, ‘scarcity mn the realm of 
artistic production was parily the product of a “monopoly arising from skill, . 
‘talent, and genius,” and to that extent constituted, a justifiable tax on the 
public. Yet the community clearly did not gain in those: cases where art . 
was artificially restricted and. monopolized so as tò: enhanċe its exchange 
value, putting it out of the reach of the majority of’ the population. A 
flowering of the arts’ in the culture, including a profision of artistic talent, 
would ideally lead to prices falling, to the point that works of art could be 
‘diffused more generally and more easily shared, thereby enhancing public 
‘wealth. Basing his analysis on Adam Smith’s observations in The Wealth 
of Nations, Lauderdale was aware that the great estates of the wealthy 
‘demonstrated, as Smith had. put it, “conveniences and ornaments of 
building, dress, equipage, and household furniture,” as well as artistic 
reproductions, that were monopolized for the exclusive enjoyment of the 
‘rich, and the desire’ for which -òn their part was “altogether endless.”* For 
Lauderdale, such monopolization.of art added to private opulence in direct 
proportion to the loss it represented to public wealth. _ 

"From the beginning, wealth, as opposed to mere riches, was associated 
- in classical political economy with’ what John Locke called “intrinsic value,” 
and what later political economists were to call:“use value.” ® Use values 
had, of course, always existed, and were the basis. of human existence. But 
commodites produced for sale on the market under. capitalism also 
embodied something else: exchange value (value). Every commodity was 
- thus viewed as having © a twofold aspect,” consisting of use value and 
exchange value.” The. Lauderdale Paradox was an expression of this 
_ twofold aspect of wealth/value, which generated the contradiction between 
total public wealth (the sum of use values) and the aggregation of private 
riches (the sum of exchange values). : 

David Ricardo, the greatest of the classical-liberal political economists, 
responded to Lauderdale’s paradox by underscoring the importance of 
keeping wealth and value (use value and exchange value). conceptually 
distinct. In line with [.auderdale, Ricardo stressed that if water, or some 
other natural resource formerly freely available, acquired a an exchange value 

_ due to the growth of scarcity, there would be “an actual loss of wealth” 
reflecting the loss of use values—even with an increase of | private riches. 

‘In contrast, Adaim Smith’s leading French follower, Jean Baptste Say, 
who } was to. be one of the precursors of neoclassical economics, responded 
to: the Lauderdale. Paradox by simply defining it away. He argued that 
wealth: (use value) should be subsumed under value (exchange value), 
effectively obliterating the former. In his Letters to Malthus on Political 
Economy and Stagnation of Commerce (1821),.Say thus objected outright . 
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to “the definition of which Lord Lauderdale gives of wealth.” It was 
absolutely essential, in Say’s view, to abandon. altogether the identification 
of wealth with use value. Say. did not deny that there were “things indeed 
which are natural wealth, very precious to man, but which are not of that 
kind about which politcal economy can be employed.” But political ` 
economy was to encompass in its concept of value—which was to displace 
altogether the concept of wealth as u but exchangeable 
~ value.® 
Nowhere in dsa liberal ‘political economy were the ‘contradictions 
_ posed by the Lauderdale Paradox more apparent, generating. more 
convolutions in logic, than in John Stuart Mill’s Principles of Political 
Economy. In the “Preliminary Remarks” to his book, Mill declared. (after 
Say) that, “wealth, then, may be defined, [as] all useful or agreeable things 
-which posses exchangeable value”—thereby essentially reducing wealth to 
exchange value. But Mill’ s characteristic eclecticism and his classical roots 
led him also to expose the larger irrationality of this, undermining his own - 
‘argument. Thus, we find in the same section a penetrating treatment of the 
Lauderdale Paradox, pomtng to the conflict between capital accumulation 
' „and the wealth of the commons/ public wealth. According to Mill: 


Things for which nothing could be obtained in exchange, however 
- useful or necessary they may be, are not wealth in the sense in which 
- the. term is used in Political Economy. Air, for example, though the -~ 
most absolute of necessaries, bears no price in the market, because it 
_ can be obtained gratuitously: to accumulate a stock of it would yield no 
profit or advantage to any one; and the laws of: its production and 
, distribution are the subject of a very different study from.- Political 
. Economy. But though air is not wealth, mankind are much richer by 
obtaining it gratis, since the time and labour which would otherwise be _ 
required for supplying. the most pressing of all wants, can be devoted to 
other purposes. It is possible to imagine circumstances in which, air, | 
would be'a part of wealth: If it became customary to sojourn long in 
places where the air does not naturally penetrate, as in diving-bells sunk 
‘in the sea, a supply of air artificially furnished would, like water 
‘conveyed into houses, bear a price: and if from any revolution in nature ` 
the atmosphere became too scanty for the consumption, or could be 
monopolized, air might acquire a very high marketable value. In such a 
--” case, the possession of it, beyond his own wants, would be, to. its owner, 
wealth; and the general wealth of mankind might at first sight appear to 
be increased, by what would be so great a calamity to them. The error 
would lie in ‘not considering, that: however rich the possessor of air 
‘might become at the expense of the rest of the community, all persons 
else would.be poorer by all that they were compelled to pay for what 
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l -they had before obtained without payment. af 
Mill signaled here, i in line-with Lauderdale, the possibility of a vast rift 


in capitalist economies between the narrow pursuit ‘of private riches on an 
increasingly monopolistic basis, and the public wealth of society and the - 
commons. Yet, despite these deep. insights, he closed off the discussion | 

with these “Preliminary Remarks,” rejecting the Lauderdale Paradox in 
the end, by defining wealth simply as exchangeable value. 

In contrast, Marx, like Ricardo, not only held fast to the Lauderdale 
Paradox but also made it his own, insisting that the contradictions between 
use value and: exchange value, wealth and value, were intrinsic to capitalist | 
production. In The Poverty of Philosophy, he responded to Proudhon’s 
confused treatment (in The- Philosophy’ of Poverty) of the opposition 
between use value and exchange value “by pointing out that this 
contradiction had been explained most dramatically by Lauderdale, who 
had “founded his system on the inverse ratio of the two kinds of value.” 
Indeed, Marx built his entire critique of political economy in large’ part 
around the contradiction between use value and exchange value, indicating 
that this was one of the key components of his argument in Capital.” 

In analyzing the political economic conditions in the United States, 
Marx drew cnitically on Edward Gibbon Wakefield’s argument on the- 
political economy of colonization. Wakefield claimed that the main problem ` 
facing capitalism in the. new colonial lands, such as the United States, 
Canada, and Australia, was the very abundance: of public land, which was 
an obstacle to the development of wage labor. With free, abundant land 
available, workers quickly fled the conditions of exploited labor and the 
commodity sphere altogether, becoming. subsistence farmers and small 
proprietors. The priority in such conditions, Wakefield insisted, was to find 
ways to make land scarce, through the artificial inflaton of land prices and > 
the promotion of absentee ownership, thereby effectively closing off what 
had been public land to the majority of the population. “In the interest of 
‘the so-called wealth of the nation,” Marx observed, Wakefield sought the 

“artificial means to ensure the poverty of the people.” 

As with Lauderdale, only with greater force and consistency, Marx 
contended that capitalism was a system predicated on the accumulation of 
‘exchange value, even at the expense of real wealth/use values, including the 
social character (and welfare) of human labor itself. “Aprés moi le deluge! is 
the’watchword of every capitalist and of every capitalist nation. "83 In a 
similar vein, Thorstein Veblen, in the 1920s,, was to describe “the 
American plan” of resource exploitation, as “a settled practice of 
converting all public wealth to private gain on a plan of legalized seizure,” 
cestroying much of the real wealth of society in the process. a | 
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The whole classical conception of wealth in this respect was to be 
turned upside down with the rise of neoclassical economics. This can be 
seen in the work of Carl Menger, one of the founders of neoclassical 


economics. In his Principles of Economics (1871) Menger attacked the . | 


Lauderdale Paradox directly, arguing that it was “exceedingly impressive 
at first glance,” but was baséd on false distinctions. For Menger, it was 
important to reject both the use value/exchange value and. wealth/value 
distinctions. Wealth was based on exchange, which was now seen as rooted 
in subjective utilities. Standing Lauderdale on his head, he suggested that 
it would make sense from a purely economic standpoint to encourage “a 
long continued diminution of abundantly available (non-economic). goods 
Tle. g., air, water, natural landscapes) since this] must finally make them 
scarce in some degree—and thus components of wealth, which is thereby 
increased.” In the same vein, Menger claimed that mineral water could be — 
conceived as an economic good, due to its scarcity, i.e,, as long as it did not 
flow in abundance and could thus be distinguished quantitatively as well as 
qualitatrvely from freshwater in general.. What Lauderdale (and Ricardo 
and Marx) ‘presented as a paradox or even a curse—the promotion of 
private riches through the artificial generation of scarcity—Menger, one of 
the precursors of neoliberalism in economics, saw as a means of expanding 
wealth, and thus a desirable end in itself.™ i 
As a result, the dominant neoclassical tradition moved steadily away 
from any concept of social/public wealth;. excluding the whole question of 
social (and natural) costs from its core analysis.** An oil spill in the Gulf of 
Mexico increases GDP by promoting cleanup and litigation ‘costs, while 
registering little in the’ way of economic losses. “The Lauderdale 
Paradox,” as ecological economist Herman Daly has remarked, “seems to 
be the price we pay for measuring wealth.in terms of exchange value; 
rather than in terms of use value.” 


The Paradox of the Internet © = oe 


What we have referred to as the Slade of the Internet” in a eae 
society is to be viewed as a corollary to the Lauderdale Paradox." In a 
` world in ‘which private riches grow at-the expense of public wealth, it 
should not surprise us that what seemed at first as the enormous potential 

of “the Internet—representing a whole new realm of public wealth, 
~ analogous ‘to the discovery of a whole new continent, and pointing to the 
possibility . of a ‘vast new democratic sphere of unrestricted 
communication—has vaporized in a couple of decades. Competitive 
strategy in this sphere revolves around the concept of the lock-in of 
customers and the: leveraging of demand-side economies of scale, which 
_ allow for the creation of‘ massive concentrations of capital in individual 
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- Like the disaster of: free Jand in the United ‘Statés,. the Internet 9 is 
being transformed into afew dominant spaces ' that’ are thereby able to 
exploit their scarcity value.: The’: :effective: “closure”: (or displacenient) of 
much of the’ free’ public’ space’ on.-the ‘Internet, which now seems ‘to “be - 
occurring, means that what was oitce clearly a form of public. wealth m new 
communicative possibilities; as measured. by'use values—that i is, in the new; 
universal human capacities it seemed to‘ promisé—‘is giving way'‘to a very . 
different ‘type of system. Here’ exchange valué ‘dominates, ‘ahd ‘the 
disappearance of those use values associated. with relatively - freė ` 
communication comes to be registered as a gain i in wealth, ‘since it produces 
massive private riches overnight. = vo art ye oe 
From a capitalist standpoint, itis the’ very dua keal by 
the Internet that has thwarted profit-making. “There is no Commodity,” 7 
Lauderdale wrote, “that would’ tiot“ loose [sic]. the": ‘attribute of value ‘if ‘it 
existed in as: great abundance’ as Air or Water: Abundance’ therefore will 
not only necessarily: degrade ‘the’ value’ of any Cottimedity; bul a sufficient 
abundance will inevitably destroy it”? 0 oe aE ts 
Since scarcity in'the case of the Internet has’ to be et ‘ind hencé is 
artificial—indeed ` “artificial scarcity is ‘the. natural’ ‘goal of the profit- 
seeking,” writes Wired’s Anderson®—it requires ‘the full panbply of what 
Joseph Schumpeter called “monopilistic’ practices” (or “the editing of 
competition”) to bring it about. The result is the domination ‘of’ the ‘firms 
that are at best “co-réspecters” (as ‘épposed: to ‘full competitors), with 
considerable monopoly/oligopoly power, thus able to ‘obtain: surplus: profits 
or monopolistic’ rents.’ An innovation is’ commercially developed, and a 
market created, only by finding a way to ` “wall” off'a sector of public wealth 
and effectively privatize and monopélize it, leading’ to’ huge returns. 
Information, which. isa public good—by' nature’ ‘available ‘to all ånd, if 
‘consumed by one person, ‘still available to others—is, 1 in this way, ‘tumed 
into a scarce private commodity’ through the exercise of sheer market power: 
All of this is possible, however, only with the cooperation of the public- 
sector. The privatization and monopolization of the Internet i requires a 
state, which, in partnership wath capital, ‘neither’ provides the population 
with the alternatives necessary to, develop ¿ access to, this public domain; 1 nor . 
protects it against Internet robber barons. The state, in effect; looks the 
other. way when it sees new realms of economic wealth being made out of 
“nothing” (the value attributed to, say, the , electromagnetic spectrum 
outside ‘market exchange) and fails to move against rapid concentration of 
capital, even facilitating the latter. °° ~~” aS 
The .FCC’s approval of the 2011. . merger. of Comcast ‘and: NBC. 
Universal is a case in point. As FCC Commissioner Michael Copps 


ANALYTICAL MONTHLY REVIEW/ MARCH. 2014 “25 


JOHN BELLAMY FOSTER AND -ROBERT W. MCCHESNEY ` * 


stated, in his lone dissenting vote: the merger “opens the door to cable- 
ization of the Internet.” According to Copps, this creates “the potential for 
walled gardens, toll booths, content prioritization, access fees to reach end; 
users, and a stake in the’ heart of independent content production.”™ 
Public wealth, free access, net neutrality, and a democratic communicative 
sphere are all losers. In this way, the real wealth of the Internet, like 2 
newly discovered land that has not yet been explored, is given away .to: 
private interests—before the population has been able to realize or even to 
imagine the full material use value of such a realm, if managed i in the public’ 
" anterest. 
Communication is more than an ordinary aae Indeed, it is pon 
not a market at all. It is more like air or water—a form of public wealth, a 
commons. When Aristotle said that human beings were “social animals,” 
he. might just as well have said that we are communicative animals. We. 
~ know that. the human. brain coevolved -with language (a social 
characteristic). The development of social relations and democratic forms; ; 
as well as science, culture, etc., are all communicative. The nse of the, 
Internet as a form of free communication, seemingly without limits, thus; 
raises. the prospect of vast new realms of human sociability and. enhanced 
democratic possibilities. Yet, rather than a means of expanding human 
‘sociability, the Internetis being turned into the opposite: a new means of' 
alienation. There is nothing natural i in this process; at bottom it remains a 
social choice. 
_~ The moral of the story i is der People in the United States d. 
worldwide must redouble their efforts to address the paradox of the Internet. 
at all levels of the analysis presented herein. The outcome is far from 
- certain, and the issues are still very much in play. A global network of, 
-resistance is‘both necessary and feasible. Indeed, in view of the nature of 
the Internet and the stakes involved, it seems fair to say that these issues. 
will only become more encompassing in, coming years. How this battle 
` plays out will- go a long way toward determining our future as social: 
animals. l | oe 
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I ke written ME on the ma crisis’ iri the workdays, 
most recently.in New Left Review in 20102 So, I shall just summarizé my 
position, without arguing it in detail. [ ‘shall state my position as a set of 
premises. Not everyone agrees with these premises, which are my picture of 
-where we are at the’ present time. On the basis of this picture, I propose to 
speak to the question, where do we go from here? - 

Premise No. / is that all systems—from the astronomical universe to 
the smallest physical pheriomena, and including’ of course historical social 
systems—have lives. They come into existence at some point,’ which 
needs to be explained. They have “normal” lives, the: rules of which need 


to be explicated. The furictioning. of their normal lives tends, over time, to 


move them far from equilibrium, at’which point they ‘enter a structural 
crisis, and in due course cease to exist: The functioning of their normal 
lives.has to be analyzed in terms of eyclical rhythms and secular trends. 
The cyclical rhythms are sets of systemic fluctuations (upturns and 
downturns), in which the system regularly ` ‘returns to equilibrium. . 
However, it is a moving equilibrium since, ‘at the end of a downturn, the 
system never -returns to exactly where it was at the beginning of the 
upturn. This is because secular trends (slow, long-term-increases in some 
systemic characteristic) push. the curve’ slowly. upward, as measured by 
- some percentage of that characteristic in the system. `: 

Eventually, the secular trends move the system too near its sero, : 
and the’ system is: unable to continue its normal, regular, slow upward push. 
Thereupon; it begins to fluctuate ‘wildly and repeatedly, leading to a 
bifurcation:—that is, to*a chaotic situation in which’ a stable equilibrium 
cannot be maintained. In such a chaotic ‘situation, there are two quite 
divergent’ possibtshes of recreating” order’ out of chaos, or a new stable 
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system. [his period we may call the structural crisis of the system, and 
there is a system-wide battle—for historical social systems, a political — 
battle—over which of two alternative pee outcomes will be collectively 
“chosen.” 

Premise No. 2 is the E E of the most important E EEE af 
how the capitalist world-economy has operated as a historical social system. 
The driving underlying objective of capitalists in a capitalist system is the 
endless accumulation of capital, wherever and’ however this accumulation may 
be achieved. Since such accumulation requires the appropnanon of sipi 
_ value, this drive precipitates the class struggle. -` 

Serious capital accumulation is only possible liens one = ora aa 
group of firms has a quasi-monopoly of world-economy-wide production. 
Possessing such a quasi-monopoly depends on the active support of one or 
more states. We call such quasi-monopolies leading industries, and they 
`- foster. considerable forward and backward linkages. Over time, however, all . 
such quasi-monopolies. are self- liquidating, since new producers (attracted 
“by the very high level of profit) are able, in one way or another, to enter the 
‘market and reduce the degree of monopoly. Increased competition reduces 
sales prices but also reduces the level of profit and therefore the possibility 
| of: significant capital accumulation. We can call the relation of monopolized 
to competitive productive, activities a core-periphery relationship. 

The existence of a quasi-monopoly permits the expansion of the word. 
economy in terms of growth and allows for trickle-down benefits, to large . 
sectors of the world-system’ s ‘populations. The exhaustion of the quasi- 
monopoly leads to a system-wide stagnation that, reduces the interest of 
capitalists. in accumulation through. productive enterprises. Erstwhile ` 
leading industries shift location, to zones with lower costs of production, 
sacnficing. increased. transactions . costs for lowered production costs 
(notably. wage costs). The countries to which the. industries. are relocated 
consider this relocation to constitute “development,” but they are essentially. 
the, recipients, of cast-off, erstwhile core-like operations. Meanwhile, 
unemployment grows in the zones in which the industries are relocated, 
and former trickle-down advantages are reversed, or partially reversed. : 

This cyclical process is often called Kondratieff long waves, and has in ` 
_ the past-tended to last an ayerage of fifty to sixty years for the entire cycle.? 
Such cycles have been occurring over the past five hundred years. One 
‘systemic consequence is.a constant slow shift in the location of the zones 
that are most favored economically, without, however; changing the. 
proportion of zones that are so favored. 

- A second. major cyclical rhythm of the.capitalist workd-economy i is that 
involving.. the: interstate system. All- states within the world-system are 
theoretically sovereign but actually highly constrained -by ‘the. ‘processes of the 
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_ interstate system. Some states are, however, stronger dian ee meaning 
that they have greater ‘control over “intemal poem and outside 
~ intrusion. No state, nonetheless, is wholly sovereign.” 
In a system of multiple states, there-are rather long ees in ‘hick one 
.. ‘State manages to become for a relatively brief time the hegemonic power. 
“ To be a hegemonic į power is to achieve a quasi- -taonopoly of geopolitical 
power, in which the state in question is able-to impose its rules; its order, 
on the system as a whole, in ways that favor the maximization of 
accumulation of capital to enterprises located within its borders. 

Achieving the position of being-the hegemonic: power ‘is not easy, and 
has only been truly achieved three times in the five-hundred-year history of 
the modern world-system—the United Provinces in the mid-seventeenth 
century, the United Kingdom in the. oe aaa century, and the 
United States.in the mid-twentieth century. 

True hegemony has lasted, on average, only ene -five years. Like quasi- 
monopolies of leading industries, quasi-monopolies of geopolitical power are 
self-liquidating. Other states improve their economic, and then their political 
and cultural, positions and become less willing to acap the “leadership” of 
the erstwhile hegemonic power, = ` 

-Premise No. 3 is a reading of what has happened in ig wider wodd: 
system from 1945 to 2010. I divide this into two periods: 1945 to circa 
1970; circa 1970-2010. Once again, I summarize what I have argued at 
length previously. The period 1945-circa 1970 was. one of great économic 
expansion in the world-economy, indeed by far the most expansive ` 
Kondratieff A-penod in the history of the capitalist world-economy.. When 
the quasi-monopolies were. breached, the world-system entered a 
_ Kondratieff B-downtum in which it still finds itself. Predictably, capitalists 

” since the 1970s have shifted: their focus from the production arena ‘to the 
‘financial arena. ‘The world-system then entered the most extensive 
‘continuous series of speculative bubbles in the history of the modern world- 
“, system, with the greatest level of multiple indebtednesses.: `- 
"The period 1945. to circa. 1970 was also thé period of full U.S: 
“hegemony: in the world-system. Once the’ United States had made a deal 
with the only other. militarily ‘strong ‘state, the. Soviet Union. (a deal 
rhetorically called “Yalta”), U.S. hegemony was essentially unchallenged. 
‘But then once the geopolitical quasi-monopoly was breached, ‘the. United 
States entered into a period of hegemonic decline, which has: escalated 


from a slow decline into a precipitate-one during the presidency of George ~ 


W. Bush:® U.S. hegemony was far more extensive ‘and total than.those of 
previous hegemonic powers, and its full decline promises to be the swiftest 
and most total. ` 

There is one other element to put into be n word revolution 
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of 1968, which occurred essentially between. 1966 and 1970, and took 
place i in all three major geopolitical zones of the world-system of the time: 
the pan-European world (the “West”), the Socialist blgc he “East”), 
and the third world (the “South”).& _: 
-There were ,two.common elements to these isea political uprisings. 
| The: first was the: condemnation ` not only of U.S. hegemony but also of 


Soviet ‘ ‘collusion” with the: United States. The second was the rejection - 


‘not, only of dominant “ centrist liberalism” but also of the fact that the 
traditional antisystemic .movements (the “Old. Left”). ‘had essentially 


‘become avatars of centrist liberalism (as had_ mainstream. conservative _ 


movements).” 


f 


-While the actual inal 1968 did not ‘ie very sions there. were >- 


l iwo: main consequences in’ the political- ideological sphere. The first was © ` 


that centrist liberalism ended’ its long reign (1848-1968) as the. only 
Jegitimate | ideological: position, and . both the radical left and the 
_ conservative right resumed their-roles as autonomous ideological contestants 
in the world:system. EN 

' © The second consequence, Tor i: ices was k eal of the legitimacy of 


the Old Left’s claim to be the prime national political actor on behalf of the `- 


_ left, to. which all other movements had to subordinate themselves. The so- 
called: forgotten peoples (women, ethnic/racial/religious “minorities,” 


“indigenous” nations, persons, of non-heterosexual sexual onentations), as | 


well as. those, concerned with ecological or peace issues, asserted their right 
to be considered prime: actors ‘on an equal level with the historical subjects 
of the traditional antisystemic.movements. They rejected. definitively the 
-claim „of the traditional. movements to -control-their political. activities and 
were successful in their ‘new demand for autonomy. „After. 1968, the Old 
'Left-movements acceded to their political claim:-to equal current status for. 
-their demands, i in place of- Hees these demands to a er 
future. TE 4 

Politically, whl eee in A E Gis yan Sea ie 1968 i 1S 
= that the reinvigorated..world. right asserted itself moré effectively than the 
more. fragmented. world left. The world right, -led by the Reagan 
‘Republicans and the ‘Thatcher Conservatives;, transformed world discourse 
and political prionties.. ; >x. 


.- The . búzzword . “globalization” | e E the previous ie 


| l fevelopment.” i The so-called Washington. Consensus. - preached 
privatization’ of state productive enterprises, reduction of state expenditures, 
opening of the :frontiers to uncontrolled entry of commodities. and, capital, . 
_and the orientation, tọ production for export. The prime objectives were to 
reverse all the gains of the lower strata during the Kondratieff A-period. ` 
The world ee sought to- reduce. all the major costs of production, to 
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desio the welfare state in all its versions; aad to y slow dowi the decline. of 


_ U.S. power in the'world-system: > *- 


= t 
i 
a 


Mrs. Thatcher coined the slogan, ‘ Thre is‘no “alternative” or TINA. Í 
To ensure that, in’ fact, there would’ be ino alternativé, the International 


Monetary Fund, backed by the U.S.. Treasury; made as a condition of all 
‘financial assistance to` countries with budgetaiy c crises adherence to its strict 


neoliberal conditions. ‘ 

"These draconian tactics olad for about twenty years, sbangine about 
the collapse of regimes led by the ‘Old Left or the conversion of Old Left 
parties to adherence to the doctriné of the’ primacy of the ‘market. But by’ 
the mid- 1990s, there’surfaced a significant degree of popular resistance to 
the Washington Consensus, whose three main’ ‘moments were the neo- 
Zapatista uprising, in Chiapas on January 1, 1994; the demonstrations at 
the Seattle meeting of the World ‘Trade ‘Organization’ in Seattle, which 
scuttled the attempt to enact worldwide constraints on intellectual property 
nights; and the ee of the World Social Forum i in Porto Alegre i in 
2001. k C 

- The Asian debt crisis in i997 aid thé collapse of the U.S. housing 
bubble ; in 2008 brought us to. cur current public discussion of the so-called 
financial crisis‘in the world-system; which is,-in fact, ‘nothing but the next-to- 
last bubble-in the-cascading series of debt crises since the 1970s. = 

Premise No. 4 is the description of what happens. in-a structural crisis, 
which the world-system is in at the present time, has-been in atleast since 
the 1970s, and shall continue to: be. in. until probably circa 2050. The - 


‘primary i characteristic of a structural c crisis is chaos. Chaos is not a, situation 


of totally random happenings. ‘Tt is a. situation of rapid and constant 


' . fluctuations in all the parameters of the historical: system. This includes not ` 
‘only the. world-economy, the interstate system, and cultural-ideological 
currents, but also the: availability of life resources, climatic canditions;. and 


pandemics. 5 3 . 
The constant: and al ord dihs i in ‘immediate EN make 


p “evé short-term calculations . highly.. ‘problematic—for the states, «for 


enterprises, for social groups, and for households. The uncertainty makes 
producers’ very: cautious. about producing since it is far from certain that 
there are customers ‘for their ` products. This is a vicious irele, since 
‘reduced’ production | means reduced employment, which means fewer 


i customers for. producers, The | uncertainty, is compounded, by the rapid 


+ 


} 


Shifts i in currency exchange rates. 3 
” Market speculation is the best alternative for. Ie whe hold: resources. 


' But even speculation, requires a level of short-term ‘assurance that-reduces ` ` 


risk to mañageable. proportions, As the degree of risk i increases, speculation 
becomes n more ‘nearly a game of pure hance, i in which there are occasional 
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: big winners and mainly big losers. 

At the household level, the degree of uncert 
„opinion both to make demands for protection and 

-search for scapegoats as, well as true profiteers. Pop 
the, behavior of the political, actors, pushing them ‘pu 

; positions. The rise. of extremism. (“The ‘center cann 

T national and world political situations toward: gridloc 

. There can be moments of-respite for‘particular : 
“gain as a whole, but these moments can also be ri 

| the elements undoing the respites are sharp. rises.in t 

A ‘inputs both to production. and daily life—energy, fi 
air. In addition; ‘the funds to prevent or at least r 
“climate change and pandemics. are insufficient. 

i . Finally,, ithe: significant j increase in the living sta 
“ihe ‘populations of the so-called BRIC countries ( 
“China, and. some others) actually.. compounds thi 
acctimulation for capitalists by spreading out the s 
, redu cing- the amounts available for the thin uppe 

: - populations. The’ development. of the so-called emerg 
‘compounds, the strain on existing world resourc 

compounds the problem for. these countries, of effèctis 


their. ability to, maintain their « economic. growth. of the 
Davos versus Porto Alegre: ei e e 
ai AISn all; it+is not ‘a pretty ‘picture, ‘and brir 
“question What*éan’ we ‘do‘in this kind of situation? 
“actors inthe political battle? In a structural crisis; th 
* the existing’ ‘systern—the’ capitalist. ‘world-economy— 
“is “impossible ' to kriow is what the successor syst 
` envisage the battle as óne between two groups that Í. 
2 Davos” and “the spirit of Porto, Alegre.” 
The’ objective of the two groups is totally opposi 
“the spirit of Davos” want a'different’ system—one 
‘but still retaifis: three essential: features of the pres 
‘ exploitation; ‘and polarization. The. proponents o! 
t Alegre” want the kind of system that has never exist 
-ig relatively: emiocratic and ’ relatively egalitarian. I ¢ 
“spirits” beéause’ there are ‘no'central organizations 
struggle, and indeed, the proponents inside each cur 
fas to their strategy. < ‘ 
“The proponents of ‘the spirit of Davos are divid 
E thei ‘iron fist, seeking | to crush opponents at al 
Mabe fe u onih 
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wish to co-opt the proponents | of transformation by fake signs of progress 
(such as “green capitalism” or “poverty reduction”). 

There is division as wel! among the proponents of the spirit of Porto 
Alegre. There are those who want a strategy and a reconstructed world 
. that is honzontal and decentralized in its organization, and insist on the 
rights of groups as well as of individuals as a permanent feature of a future 
world-system. And there are those who are seeking once again to create a 
new international that is vertical in its structure and homogenizing in its 
long-term objectives. 

This is a confusmg political picture, compounded by the fact that large 
' parts of the political establishments and their reflections in the media, the 
punditry, and academia still insist on talking the language of a passing, 
momentary difficulty in an essentially equilibrated capitalist system. This 
creates a fog within which it is difficult to debate the real issues. Yet we 
must. 

I think it is important to distinguish beneeeh short-term political action 
(the short term being the next three to five years at most) and medium-term 
action aimed at enabling the spirit of Porto Alegre to prevail in the battle 
for the new “order out of chaos” that will be collectively “chosen.” 

In the short term, one consideration takes precedence over all others— 
to minimize the pain. The chaotic fluctuations wreak enormous pain on 
weaker states, weaker groups, weaker households in all parts of the world- 
system. The world’s governments, increasingly indebted, increasingly 
lacking financial resources, are constantly making choices of all kinds. The 
struggle to guarantee that the cuts in revenue allocation fall least on the 
weakest and most on the strongest is a constant battle. It is a battle that, in 
the short run, requires left forces always to choose the so-called lesser evil, 
however distasteful that is. Of course, one can always debate what the 
lesser evil in a given situation is, but there 1s never an alternative to that 
choice in the short term. Otherwise, one maximizes rather than minimizes 
the pain. y 

The medium-term option is the exact opposite. There is no kaiwa 
house between the spint of Davos and the spirit of Porto Alegre. There are 
no compromises. Either we shall have a significantly better world-system 
(one that is relatively democratic and relatively egalitarian) or we shall have 
one that is at least as bad and, quite possibly, far worse. The strategy for 
this choice is to mobilize support everywhere at every moment in every way. 
I see a medley of tactics that might move us:in the right direction. 

The first is to place great emphasis on serious intellectual analysis—not 
in a discussion conducted merely by intellectuals, but throughout the 
populations of the world. It must be a discussion animated by a large . 
openness of spirit among all those who are inspired, however they define it, 
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by the spirit of Porto Alegre. This seems anodyne to recommend. But the 
- fact is that we have never really had this in the past, and without it we 
cannot hope to proceed, much less to prevail. ` 

A second tactic is to reject categorically the goal of economic ‘growth 
and replace it with the goal of maximum decommodification—what the 
movements of indigenous nations in the Americas are calling buen vivir. 
_ This means not only resisting the increased drive to commodification of 
the last thirty years—of education, of health structures, of the body, of 
water and air—but decommodifying as well agricultural and industrial 
production. How this is done is not immediately obvious, and what it 
entails we:shall only know by experimenting widely with it. 

A third approach is an effort to create local and regional self- 
sufficiencies, especially in the basic elements of life such as food and 
shelter. The globalization we want is not a single totally integrated division 
of labor but an “alterglobalization” of multiple autonomies ` that 
interconnect in seeking to create a “universal universalism” composed of the 
multiple universalisms that exist. We must undermine the provincial claims 
of particular universalisms to impose themselves on the rest of us.° 

A fourth derives immediately from the importance of the autonomies. 
We must struggle immediately to end the existence of foreign military 
bases, by-anyone, anywhere, for any reason. The -United States has the 
widest collection of bases, but it is not the only state to have such bases. Of 
course, the reduction of bases will also enable us to reduce the amount of 
the world’s resources we spend on.military machines, equipment, and 
personnel, and permit the allocation of these resources for better uses. 

A fifth tactic that goes along with local autonomies is the aggressive 
pursuit of ending the fundamental social inequalities of gender, race, 
‘ethnicity, religion, sexualittes—and there are others. This is now a piety 
‘among the world left, but has it ail a real prionty for all ti us? I do not’ 
think so. 

- And, of course, we cannot expect a better world-system circa 2050 if 
in the interim, any of the three pending supercalamities occurs: irrevocable 
climate change, vast pandemics, and nuclear war. 
_. Have I created a naive list of non-realizable tactics by the world left, ite 
propoñenis of the spint of Porto Alegre, for the next thirty to fifty years? I 
do not think so. The one encouraging feature about a systemic crisis is the 
degree to which it increases the viability of agency, of what we call “free 
will.” Ina normally functioning historical system, even great social effort is 
limited ‘in its" effects because of the efficacy of the pressures to return to 
- equilibrium. But when the system is far from equilibrium, every little input 
has great effect, and the totality of our inputs—made every nanosecond in 
every nanospace—can (can, not will) add up to enough to tilt the balance 
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of the collective “choice” in the bifurcation. 


Notes 


- 1. This assay is based on a talk given at the conference, “Global Crisis: Rethinking Ecanomy and Society,” 
University of Chicago, Decembar 3-5, 2010, Session on “Understanding the Crisis Historically.” 

2. Immanuel Wallerstein, “Structural Crises,” Mew left Review, no. 82 (March-April 2010}: 133-42. An 
earlier, more extensive discussion of this topéc is to be found in “topistics, or, Historical Choices of the 
Twenty-first Century (New York: Tha New Press, 1998), exp. chapter 2 

3. For a broader explanation of how Kondratieff cycles work, see the Prologue to the new adition of Volume Ill 
of The Modern World-System (Berkelsy, CA: University of California Prass, 201 1). 

4. For a broader explication of how the hegemonic cycle works, see the Prologue to the new edition of Volume 
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5. See my “Precipitate Decline: The Advent of Muttipolarity,” Harvard International Review (Spring 2007): 54- 
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Liberalism, 1789-1914 Berkeley, CA: University of California Press, 2011). 

8. | have argued the case for this in European Universatism: The Rhetoric of Power (New York: The New 
Press, 2006}. - 
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Why doesn’t [Paul] Goodman [in Growing Up Absurd) see the. 
obvious relevance, indeed crucial importance, of Marxian theory to the 
problems which concern him? I am not saying that he is uninfluenced 
by Marxism or opposed to it. But he seems to be interested only in 
what it has to say about cultural matters. No doubt he and others of a 
similar turn of mind feel that Marxian economics is out of date and 
irrelevant to-the problems of a society which differs in so many respects 


from that of mid-19s century England. And so they fall for the latest 


bourgeois fashions which are really nothing but an apologetic.. .. 

That a wonderful critic like Paul Goodman should fall into this trap 
is regrettable, of course. But the blame must fall in large part on the 
Marxists who have so signally failed in the last few decades to bring 
their Agstc economic, political, and social theory up to date so that its 
relevance to the problems of monopoly capitalism will /orce itself upon 
the consciousness of the Paul Goodmans. The importance of this task, 
in my opinion, can hardly be exaggerated. It is the prerequisite of the 
emergence in this country of a new, healthy, and ultimately significant 
left-wing movement. 

——Paut M. Sweezy, “A Contribution to the Critique of American 
Society,” Monthly Review, March 196] 
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Mortgaging Irish Independence 
From Financial Crisis to Socialist Resistance 


Julie L. MACArthur 


A specter is haunting Ireland—the specter of James Connolly. 

Connolly was shot to death by a Bntish firing squad for his role in 
Ireland’s 1916 rising for home rule. Celebrated as a hero of Irish 
independence by Irish political parties of both left and right, his socialism is 
all too conveniently overlooked. The Irish struggle is one that speaks to the 
challenges of independence, sovereignty, and democratic freedom, both 
then and now, for people of all countnes. What value is formal political 
independence if it is not backed up by economic control; if the real 
decisions of public policy are made in boardrooms and backrooms rather 
than main streets and parliaments? For Connolly: 


If you remove the English army tomorrow and hoist the green flag over 

Dublin Castle, unless you set about the organisation of the socialist 

Republic your efforts would be in vain. England would still rule you. 

She would rule you through her capitalists, through her landlords, 

through her financiers, through the whole army of commercial and 

individual institutions she has planted in this country and watered with 
` the tears of our mothers and the blood of our martyrs.! 


A Who's Who of global finance descended on Dublin in November 
2010 to “hoist their flags,” from the International Monetary Fund (MF) 
and the European Central Bank (ECB), to NM Rothschild & Sons, 
Mernll, Barclays, J.P. Morgan, and Goldman Sachs. These power ' 
brokers arrived to prevent “contagion” from the financial crisis in the small 
country of 4.5 million people. The stakes are high: political backlash from 
austerity measures is threatening the most recent plan to recapitalize 
insolvent banks with tens of billions of euros. Investors want their money 
back, and Ireland’s regulatory free-for-all of the past decade has meant that 
much of the money on the block came from Americans and Europeans. It 
is no surprise, then, that they are leading the charge for repayment. 

Unfortunately for the Insh people, the ECB and IMF came armed 


JULIE L. MACARTHUR is a Ph. D. candidate in political science at Simon Fraser 
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with the same ideological and policy tools that caused this crisis: a 
commitment to neoliberal growth models, open markets, and the primacy of 
financial interests over those of labor, sovereignty, or independence. There 
is not much in the way of alternative ideas from Ireland’s two major parties, 
Fianna Fáil and Fine Gael, as both are devotees of free-market 
fundamentalism. Indeed, it was both parties’ desire, proclaimed loudly - 
through the 1990s and 2000s, to be “closer to ’ Boston than Berlin” in 
regulation and finance. 

The Insh meltdown is big news for a small country. A quick scan of the 
more than ten thousand news articles on Ireland's meltdown points to the 
focus on “calming,” and “restoring confidence” in financial markets, as 
well as “belt tightening,” “austerity,” and “tough medicine.” This benign 
language is justified by a narrative claiming the cnsis was a product of fiscal 
deficits from public overspending, and contagion from the financial turmoil 
in the United States in 2008, with some regulatory mismanagement of 
overenthusiastic lenders thrown in for good measure. There is not much 
choice for the Irish people but to pay up and endure. 

The real story is far more political. 


The Celtic Tiger’s House of Cards 


Conveniently divorced from the conventional narrative is the fact that 
the “Celtic Tiger” had little basis in the real economy. Certainly, Insh 
GDP soared and unemployment plummeted from 1995 to 2007, and 
many Irish people started taking holidays in exotic locales. This was no 
small thing for a country long considered the “poor man” of Europe. But 
these developments hid the fact that the growth was built on an untenable 
foundation of foreign deposits and real estate speculation. It also hid the 
. fact that much of this wealth was not being used to “develop” Ireland, but 
was, in fact, leaving the country. 

Ireland’s GDP growth came from policy choices based on a fervent 
belief in supply-side economics, supported by large capital flows from the 
United States and the European Union. These factors made Ireland, 
along with Iceland, the darling of the Heritage Foundation index of 
economic freedom (Ireland was one of the top five countries in the world 
for 2010, leading Europe). As a result of these ideological commitments, 
[rish governments, led by both major parties, set the lowest corporate tax 
rates of the Eurozone (12.5 percent) and provided subsidies and 
incentives to attract multinationals like Dell, Intel, Microsoft, Pfizer, and 
Google. These multinationals accounted for 70 percent of Irish exports 
and employed two hundred fifty thousand people in Ireland, a 
remarkable level of dependency by any standard.” 


But Joseph Stiglitz, Amartya Sen, and Jean-Paul Fitoussi’s 2009 Report _ 
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by the Commission on the Measurement of Economic Performance and Social 
Progress showed something very different going on during the so-called Celtic 
Tiger years (1995-2005). These policies, while contributing to a rse in 
GDP, obscured the real picture of what happened in Ireland, which was 
falling household incomes in relation to GDP. What was counted as a benefit 
to Ireland was actually profits repatriated by foreign investors. Indeed, through 
. these years GNP was at least 15 percent below GDP. This trend is 
accelerating; iri 2009 the country’s GNP was 23 percent below its GDP? By 
contrast, the comparable figures for GNP for France and the United States 
were 14 percent and 11 percent, respectively, below GDP for 2009.4 

In a 2006 study entitled Globalization and the Irish Economy, economists 
Philip Lane and Francis Ruane pointed out the vulnerability of Ireland to 
financial markets.” They stressed that domestic enterprises are relatively 
weak, making up only 10 percent of Irish exports, and that foreign firms were 
earning |7 percent yields on investment. This was because, duning the Celtic 
Tiger years, Ireland became “one of Europe’s most impressive tax havens,” 
where corporations set up ghost companies (with very few employees) to- 
escape taxes in other jurisdictions.® 

Trade unionists also questioned the distribution of wealth and the focus 
on GDP growth. Ireland’s government did not agree. In a fit of hubris, 
Bertie Ahern, former Taoiseach (Prime Minister) from 1997 to 2008, 
famously dismissed critics of the model at a trade union conference by 
saying that “sitting on the sidelines cnbbing and moaning is a lost 
opportunity. | don’t know how people who engage in that don’t commit 
suicide.”’ (Suicide rates, by the way, are on the rise and expected to 
continue as a result of unemployment.®) 

A final leg of the Celtic Tiger puzzle was a property bubble, financed 
by cheap money from global markets, artificially inflating personal wealth 
and balance sheets alike. The Bank of Ireland, AIG, and Anglo Irish lent 
huge sums, more than three times Irelands GDP, on the ridiculous belief 
that property values would nse forever. As in the United States, subprime 
and no-money-down mortgages were plentiful, and prices skyrocketed. 
University College Dublin (UCD) economist Morgan Kelley, dubbed 
“Dr. Doom” in the media for his assessment of the Irish economy, argued 
time and again that the banks in Ireland were not merely short on cash, but 
‘that they misrepresented their losses to governments and passed on these 
bad debts. 

The cozy relationship between the major political parties, developers, 
and bankers that arose during the good times played a key role in 1 what was 
to come next. 
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2008: The Crisis Hits 


When Lehman Brothers collapsed in 2008 ai credit markets seized 
up, property prices halved and, as a result, the country’s construction and 
property sectors came to a standstill. Consequently, a significant portion of 
bank assets became worthless. The Irish government came up with a “made 
in Ireland” solution: it guaranteed €485 billion of Irish and foreign bank 
liabilities, socializing the bad debts of developers and «banks. This 
amounted to 176 percent of GDP in 2009.° The bad debts of the boom’s 
biggest profiteers were placed under the National Asset Management 
Agency (NAMA), as banks were given government bonds in return for 
the worthless assets. 

Over the remainder of 2009 and all duning 2010, the story only got 
worse for Ireland. The banks became insolvent: international financial 
markets realized this, and the bank guarantees given by the Irish state have 
now cascaded into insolvency of the state. Downgrades on Insh debt by 
rating agencies have made government financing prohibitively expensive. 
The EU commissioner Olli Rehn and the IMF’s European Deputy Direct 
Ajai Chopra arrived in Dublin on November 16, 2010, to work out an 
€85 billion lending package for the country, which was finalized on 
November 28. 

On November 24, to meet the conditions of the IMF and ECB loan, 
the government announced the deepest spending cuts in the history of the 
Republic. Irish people are now being dosed with a €15 billion four-year 
deficit reduction plan. This is on top of last year’s €5 billion budget cuts. 
This time, the state plans to raise income and sales taxes by €5 billion and 
cut spending by €10 billion. This includes reducing welfare payments by 
€3 billion, eliminating twenty-five thousand public sector jobs, and raising 
sales taxes by 2 percent (to 23 percent) by 2014. 

Not only are the Irish people bailing out the very property developers 
who drove up house prices, but the Insh state is now, because of 
assuming the bank debts, unable properly to finance crucial areas such as 
retirement pensions or teachers’ salaries. According to Morgan Kelly, 
“TE]very cent of income tax that [an Irish person pays] for the next two 
to three years will go to repay Anglo’s losses, every cent for the following 
two years will go on AIB, and every cent for the, next year and a half on 
the others.”'® According to another estimate, “[E]ach Irish family of four 
will be liable for €200,000 in public debt by 2015.”"" 

Perhaps most significantly, there will be no change in the corporate tax 
_rate of 12.5 percent (one of the lowest corporate tax rates in Europe) “under 
any circumstances.” !? Finance Minister Brian’ Lenihan says it “can’t and 


won t be changed,” and claimed that the €15 billion in the austerity package 
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of spending cuts and new taxes is “fair and proportionate.”!* Of course it is 


not: these policies represent an overwhelming burden of costs for the general _ 


public. For example, the minimum wage has been slashed by 12 percent, 
and Eurozone finance ministers have demanded, as a condition of the loan 
package, that Ireland raid €10 billion from its national pension fund. In all, 
€20.7 billion from this public pension fund was funneled to the banks over 
the last year and a half.'* 


Popular Backlash: The Economic Is Political 
There are increasing signs that the public, furious TN its political 


leaders, is resisting further austerity packages and the loan conditions. This ` 


political opposition to the status quo transcends electoral politics. On 


November 27, 2010, close to one hundred thousand people marched - 
through the streets of Dublin. Their banners and placards quoted James - 


Connolly and other heroes of Irish independence. These protests have been 
growing in size and frequency over the past year. 

To add fuel to the bailout fire, Dermot Ahern, the Minister for Justice, 
was slated in December 2010 to receive a €325,000 “golden handshake” 
on top of a more than €100,000 yearly pension.’ The pensions and perks 
allocated to the Teachta Dalas (or “[Ds”)—-members of the lower house 
of the Insh Parliament—have long been a source of popular anger, but in 
the current context, it is particularly loathsome. The political class was not 
alone in rewarding its own. Allied Insh Banks reportedly handed out €60 


million in executive bonuses during the last two years of austerity for the 


general public. 


As the costs of propping up corrupt officials, developers, and _ 


international bankers become increasingly unpalatable, politics in the 


Republic is shifting left. According to a December 2, 2010, poll, Sinn , 


Fein—‘“we ourselves,” in [rish—was two points higher than ruling party 
Fianna Fail. They won a historically unprecedented by-election seat in 
Donegal, November 25, and their support in the South has doubled in the 


_ 


past month, from 8 percent to 16 percent.'’ Political heavyweight Gerry 
Adams is giving up his seat in Westminster to run in the Republic’s 


February 2011 election. These gains have opened up the possibility of a 
coalition with Labour. They also represent a colossal swing in post- 
independence Insh politics, which have been dominated by sixty years of 
Fianna Fáil and Fine Gael rule. 

Sinn Fein is not the only party poised to gain from populist anger. The 
Socialist Party (Ireland) and the Worker’s Party both’sit to the left of Sinn 


Fein on the political spectrum and occupy local council—and European - 


Parliamentary—-seats, though they are currently unrepresented in the Dail 
(Insh Parliament). Both parties are also active in organizing rallies and 
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generating an alternative narrative to business-as-usual politics in the 
Republic, including the recent formation of the United Left Alliance with 
People Before Profit candidates. l 

Any electoral gains on the left may be short lived. In the first place, free- 
market party Fine Gael is also building momentum politically, as more 
conservative voters swap one establishment party for another. Furthermore, 
nearly one in three Irish youth are predicted to leave the country in coming 
years, to make ends meet in countries such as Canada and Australia, and 
this erodes some momentum for progressive change. Finally, the Congress of 
Insh Trade Unions—the organizer of the largest and most recent rally—is 
seen as tainted by years of “social partnership” with ruling parties. Taken 
together, these factors may undermine the development of a cohesive and 
coherent political countermovement. 


The Coming Storm 


What has transpired to date in Ireland ts just the beginning. Despite the 
guarantees and billions of dollars of austerity measures that 
disproportionately target the poor and weak in the Irish population, the ‘ 
- financial markets remain unconvinced. of Dublin’s ability to balance the 
books. Standard & Poor's downgraded Irish sovereign debt by two grades 
on November 24, 2010. Furthermore, the political turmoil continued in 
January 2011, as the government was forced into calling a February 
election when the Green Party of Ireland withdrew from the governing 
coalition, and embattled Taoiseach Brian Cowan resigned. The banks are 
still far from solvent and credit default swap markets are now betting that 
Ireland will default on its debt within five years.’® The markets are right in 
their assessment. With an interest rate of 5.8 percent on the ECB-IMF 
bailout package, interest payments alone on state debt will be more than 20 
percent of tax revenues in 2014. 

Put simply, the austerity measures are not going to work.. [he “green 
shoots” in Irish GDP for the first quarter of 2010 were entirely due to 
multinational exports. In Ireland, wages are dropping, prices are dropping 
(except in health and education), and demand is dropping. This is 
disastrous for the Insh economy since, as John Maynard Keynes pointed 
out in the 1930s, business cycles are not self-correcting. Currently, there is 
no climate for investment, for a real economy based on jobs, taxes, and 
spending to take root. 

In the high-stakes game of musical chairs ‘hae is global financial 
speculation, the average Irish person (representing all four-plus million of 
them) is caught chair-less. Soon, that may change to homeless. At the 
household level, a mortgage crisis is poised to send another wave of shocks 
through Ireland. So far, people have been borrowing from friends and 
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family to make payments. The state extended’ the mortgage relief in 2010 
by six months (to twelve months) to stave off a rash of repossessions. 
Continued mortgage lending by banks has artificially held up the price floor 
on the housing market. These factors are all set to change as money (and 
time) runs out. As economist Morgan Kelly points out, the impending 
mortgage crisis in Ireland may further strengthen politicization: “If one 
family defaults on its mortgage, they are paniahs: if 200,000 default they 
are a powerful political constttuency.... The gathering mortgage.crisis puts 
Ireland on the cusp of a social conflict on the scale of the Land War.” 
This is not just the tale of Ireland, of Irish mismanagement and Irish 
greed. As the global financial system grows in volume and velocity, and our - 
political leaders attempt to find ever-cheaper ways of keeping populations 
“just comfortable enough,” we are all at risk. [rish policies until the last few 
months were seen as a model for other nations—E.uropean or otherwise— 
to emulate. Far from being an anomaly, or an example of rebellious 
independence, the Irish elites fully embody neoliberal economic pminciples. 
The Insh are not the exception; they are the rule. : 


Moving Forward: From Coping Mechanisms to Resistance 


James Connolly and those like him fought a land war for control, not 
only of their houses of political debate, but also for control of their land and 
their economy. Irish elites and the ideology of crony capitalism that 
` underpins them have indebted a generation of Irish men, women, and 
children. These citizens will be working for the rest of their lives Gf lucky) 
to pay back mortgages worth two times the value of their house and to 
underwnite investors in Berlin and New York. 

As the political and economic crises deepen, the usual suspects are out 
in force, trying to convince an angry citizenry that there is no alternative. 
Corporate tax rates, they argue, must stay at 12.5 percent or all business 
will leave the country. Debts to bankers must be paid back, or financial ruin 
will ensue. These claims are not without merit. Certainly, financial markets 
will punish an Irish default, and multinationals may very well set up their 
ghost companies in a country with even lower corporate tax rates (Gf they 
can find them). The Insh business elites making these arguments neglect to 
mention that the country is already in financial ruin, and that “staying the 
course” will do nothing to build a more sustainable or resilient economy for 
the future. These arguments are fundamentally disempowenng: they lock in 
even further Irish dependency on foreign corporations and capital. 

There are always alternatives. The government could have required 
creditors to bear a share of the costs by allowing defaults and some bank 
failures. They could also have required the companies that have benefitted 
for years from the corporate tax policy to pay an equal share. Google, for 
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example, reportedly saved $3.1 billion in taxes over the last three years by 
setting up in Ireland.”° More recently, calls to withdraw from the European 
Monetary Union have emerged in order to follow Iceland’s lead of 
currency deyaluation (an option denied Ireland). Policymakers in Dublin 
and their financial allies have elected to take from the public’s purses 
instead. 

The coming waves of mortgage and debt crises may serve to politicize 
the citizenry of this tiny country to fight for more radical alternatives. At the 
outset, these may emerge as Insh people search for mechanisms to cope 
with austerity. One expression of this search for alternatives is rooted in the 
social and solidarity economy—a mode of development centered on the 
primacy of people over profits through cooperatives, local exchange trading 
systems (LETS), voluntary associations, and credit unions. Historical 
precedents exist in the country. The Insh credit union movement, for 
example, was developed to enable the rural poor to get access to credit in a. 
time when Catholics were denied access to capital. More than 50 percent 
of the population now holds membership, and the movement comprises 
more than five hundred fifty credit unions and over three million 
members.”’ This locally networked capital resource may prove a key asset 
in the coming years. 

In addition to the credit unions, other forms of alternative economic 
development are emerging. Kinsale, a seaside town not far from Cork, is 
the world’s first “transitions town,” where citizens are re-learning and 
sharing knowledge on how to make resilient communities. The, focus in 
these experiments is on permaculture, on learning through doing, and on 
harnessing local knowledge. This is increasingly important during times of 
austerity to hedge against nsing costs for fuel, food, and the basic 
provisions that allow organizing to take place. 

There is potential in Ireland in alternatives like these to ead to a more 
coherent form of economic development—one based on stakeholder needs 
rather than shareholder profits. This involves developing networks of 
production and education locally and harnessing the wealth that already 
exists in communities: both human and natural. By leveraging the social 
and solidarity economy in Ireland, a progressive movement may find the 
material strength to weather and even strengthen in the coming storm. 
However, in order for these types of initiatives to do more than temporarily 
fill gaps, they need to be. explicitly connected to the political struggle 
against both foreign and domestic political and financial elites. 


Conclusion 


_Treland’s struggle today is just as much about independence and 
democracy as it was a century ago. Connolly urged his people to beware 
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the trappings of political independence while ceding the economic control 
of the country. Those empty trappings are haunting the Irish people today. 
Sovereignty means very little without the power to change course, to make a 
choice about what costs are reasonable, are just, and are justified. Making 
these choices requires a real debate about capitalism and its socialist 
alternatives. It is too early to rate the strength of today’s Irish resistance in 
terms of its longevity and depth. What is clear, however, is that the stage is 
set for yet another contest over the competing visions of what, and who, 
Ireland ts for. 
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The Latin American School of 
Medicine Today 
ELAM 


Don Fitz 


“We are one people who share a common history of struggle.” 
—Cassandra Cusack Curbelo, second-year ELAM student 


A revolution can only be successful when the new generation takes over 
from the old. When thousands of students come together because of their 
dedication to helping others at a school that was built to allow them to 
fulfill their goals, the ground is fertile for students to continue the struggle. 

Students are assuming defining roles at the Latin American School of 
Medicine (Escuela Latinoamericana de Medicina or ELAM), the twelve- 
year-old medical school in Santa Fe, Playa, a ninety-minute bus ride from 
Havana, Cuba. With their educational costs covered by the Cuban 
government, students learn new social relationships in medical practice that 
they will use in underserved communities in their countries. 


international Medicine: A Revolutionary Dream 


In his article, “The Cuban Revolutionary Doctor,” Steve Brouwer 
describes a viston that Che Guevara had in 1960, the year after the Cuban 
Revolution. After observing that many graduating doctors did not want to 
serve in rural areas, Che imagined training campesinos to become doctors 
so they could hurry “immediately and with unreserved enthusiasm to help 
their brothers.”! That year, Cuba sent medical teams to Chile to help after 
a major earthquake.” Cuba’s first health contract resulted in its sending a 
medical brigade to Algeria in 1963.° In 1998, when Hurricanes Mitch 
and Georges devastated the Caribbean Islands and Central America, 
Cuba sent doctors and paramedics. Fidel Castro then proposed expanding 
Cuba’s new Comprehensive Health Program (Programa Integral de Salud) 
by creating ELAM, which began in 1999. 


DON FITZ (fitzdon@aol.com) is editor of Synthesis/Regeneration: A Magazine of 
Green Social Thought. He is Co-Coordinator of the Green Party of St. Louis and produces 
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Castro’s ability to inspire changes should not be underestimated. I met 
Exa Gonzalez, a sixth-year ELAM student, on a plane to Havana in 
December 2009. She had studied art and film in high school in Baja 
California, Mexico. As a teenager, she made two trips to Cuba with her 
parents, members of the Workers Party (Partido de Trabajo, or PT). 
Dunng her second trip, in 2001, Fidel described ELAM to the PT 
delegation, and inspired Exa to change her studies to medicine. She 
entered ELAM in 2002, when she was nineteen years old, and spent her 
first year in pre-med, studying biology, chemistry, and physics.“ 

Cuba’s Programa Integral de Salud expanded dramatically in 2003, 
when the Venezuelan Medical Federation attempted to obstruct efforts by 
President Hugo Chavez to provide health care to underserved 
communities. Collaboration between Cuba and Venezuela resulted in the 
Inside the Community (Barrio Adentro) program, bringing ten thousand 
Cuban doctors to the latter country in less than a year.’ 

When Katrina slammed New Orleans in August 2005, Castro 
mobilized hundreds of ELAM graduates and Cuban doctors to help. U.S. 
President George W. Bush refused even to consider the gesture of 
goodwill. A friend told me that it must have been a publicity stunt by 
Castro, since he knew that Bush would not accept. | replied that, given the 
breadth and depth of Cuban medical aid to countries in Latin America, 
the Canbbean, and Africa, Cuba would have considered it an insult to 
ignore the plight of a U.S. city near its shores. The high number of 
primary care doctors in Cuba makes it possible to move quickly after 
disasters like Katrina. 

The U.S. media’s slighting of Cuban medical solidarity continued 
through the 2009 earthquake in Haiti. As corporate news reports 
overemphasized U.S. aid, they seriously underreported Cuba's efforts, to 
the point of misidentifying a Cuban doctor as “Spanish.”® In fact, ever 
since Hurricane Georges in 1998, Cuba has assigned hundreds of 
doctors to neighboring Haiti. Cuba has also been training Haitian 
'' doctors since the doors of ELAM first opened. The only requirement is 
‘that, when they graduate, Haitians agree to return home to take the place 
of Cuban doctors (rather than defecting to plush jobs in the United 
States or Europe). 

Cuba has already trained 550 Haitian doctors; and there are 567 
Haitian students in ELAM. As a result of Cuban efforts, Haiti saw a 
greater than 50 percent decrease in infant mortality, maternal mortality, 
and child mortality, and, between 1999 and 2007, an increase in life 
expectancy from fifty- four to sixty-one years of age. As Haitian President 
René Préval said, “You did not have to wait for an earthquake to help 
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During the first three days after the earthquake, Cuban doctors 
provided more medical care than any other country. In addition to ELAM 
graduates already in Haiti, 184 Haitian students from ELAM (along with \ 
U.S. ELAM graduates) came to help. “Cuba was soon responsible for 
over 1,500 medical personnel in Haiti."* This compared to 550 medical 
personnel from the United States at the same time. And, while the United 
States had treated 871 patients, Cuban-trained staff had treated 227,143. 
Of course, Haiti was out of the headlines after a few weeks, and most 
nonmilitary Americans departed. But, just as they were present before the 
disaster, Cubans stayed afterwards, not just to treat patients but also to 
cohtinue to build a new health care system. 

Haiti is merely the most recent example of the enormity of Cuba’s 
international medical work. According to ELAM?’s Web site, there are fifty- 
two thousand Cuban medical workers currently offering their services in ninety- 
two countries.” This means that Cuba has more doctors working overseas than 
either the World Health Organization or the combined efforts of the G8 
nations. Thus, “by 2008, Cuban medical staff were caring for over 70 million 
people in the world.” Additionally, almost two million people outside of Cuba 
_ owe their “lives to the availability of Cuban medical services. "° The spmit of 
international solidarity is the core to the teaching curnculum at ELAM. As its 
Web site announces: “The work that ELAM graduates carry out today in all 
countries of the world constitutes an example of internationalism.and human 
solidanty. It is a symbol of love for life and social justice that is without 
precedence in history.” ” 


Student Health Brigades 


After the third class graduation at ELAM, the Student Congress 
. proposed creating the opportunity to work on specific projects during 
summer vacation months. The faculty approved, and students began 
designing projects designated as Student Health Brigades (Brigadas 
Estudiantiles por la Salud or BES) that would take them to clinics in 
impoverished urban and rural communities of South and Central America 
as well as throughout the rest of the world, including the United States. 

The Yaa Asantewaa Brigade (YAB), whose key organizers include 
Omavi Bailey and Ketia Brown, ts illustrative of how BES projects 
function.'? YAB is the group that will carry out the “African Medical . 
Corp—Ghana Project.” It was designed by the Organization of African 
Doctors (OAD), a group of African and African-American medical 
students. Fourided in 2009 on the ELAM campus, OAD adopted the 
mission of developing “programs, projects and institutions with the 
objective of producing an organized, politically conscious and socially- 
responsible medical body able to meet the needs of African people 
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composed of 160 students, interns, and residents trained in Cuba currently 
representing over thirty-five countries.” +3 

Currently, the “brain drain” of African doctors getting jobs in Europe 
or the United States leaves Ghana with just one doctor for every forty-five 
thousand residents. Similarly, there are more Ethiopian doctors in 
Chicago than in Ethiopia. OAD aims to confront this problem head on 
by strengthening the directive at ELAM that African (and ail other) 
medical students retum to serve impoverished communites in their 
homelands. 

The 2010 phase of the Ghana Proposal began with ELAM students 
traveling to Ghana to meet with Cuban-trained doctors already there. In 
the communities they visit, ELLAM students intend to 

1. Perform an access assessment of the sources of health care that 
residents already have; 

2. Set up health groups of medical students who do physical 
exams and learn Ghanaian traditional medicine; and 

3. Hold community meetings to strengthen ties with Ghana 
residents by finding out what health care they want. 

Depending on the results, YAB hopes to create an internship so that 
sixth-year ELAM students can complete their medical training in Ghana. 
ELAM students in Ghana will have experiences that differ vastly from 
those of medical students in the United States. Unlike the overdeveloped 
countries, where the major causes of death are “lifestyle” diseases such as 
strokes and heart attacks, “The 10 principle causes of death in Ghana are 
all due to preventable infectious diseases.”® It is no accident that YAB 
aims to look at Ghanaian access to services, beliefs about health care, and 
desires for change, rather than jumping in to provide predetermined 
services that may or may not fit the life of an African village. Training at 
ELAM places heavy emphasis on the evolving social context of medicine, a 
model that applies particularly well to tight-knit communities. 

Even though traditional and natural medicine are often ridiculed in the 
West, they have “remained the pnmary mode of prevention and treatment 
for 85% of African people.”!® Thus, the Cuban model of General Integral 
Medicine (Medicina General Integral or MGI), which “approaches health 
care holistically, considering its biological, psychological, cultural and 
spiritual components,” prepares students to be doctors-as-listeners as much 
as a doctors-as-teachers.17 ` 


Growth of ELAM 


The ability of Cuban-trained doctors to listen to people and work with 
them, rather than impose on them a Western model, is one factor that 


50 ANALYTICAL MONTHLY REVIEW/ MARCH 2011 


THE LATIN AMERICAN SCHOOL OF MEDICINE 


increases the eagerness of countries to send students to ELAM. 
Progressive Americans who yearn for health care systems like those in 
Canada and Western Europe seem unaware of the tremendous prestige 
that Cuban-style medicine holds for impoverished countries. The Cuban 
health care system proves that “expensive medical technology is not 
necessary for effective community-based preventive care.” It “has eradicated 
polio, controlled malara and dengue, and reduced child and maternal 
mortality rates to equal or lower than those of much richer and more 
developed countries like the United States.”?® 

ELAM offers the hope that other countries can accomplish similar 
goals. It opened in 1999 with students from twenty-four countnes: nineteen 
Latin American, four African, and the United States.1? A six-year 
program, it graduated its first class in 2005. By 2007 ELAM had 
students from twenty-seven countries.” By 2008 the number of countries 
with students at ELAM had grown to forty." 

The ELAM Director of International Relations told me of expansion to 
campuses throughout Cuba. As of April 2010, the campuses totaled 21,018 
students, from one hundred countnes. Virtually all of Latin America is 
represented. Even Colombia, with its notorious right-wing government, has 
385 students. Students come from thirty-six African countnes, plus many 
from the Middle East, Asian, Pacific Islands, and the Caribbean. 

When I asked the Secretary General of the ELAM Project if there 
were students from England and Australia, she said, “No, developed 
countries usually provide medical care and ELAM is designed to help 
poor countries.” However,, this could be interpreted as meaning that 
ELAM does not reach out to the overdeveloped countries. If students are 
truly dedicated to working in underserved communities, they- might be 
admitted if they apply through the-Cuban embassy in their country. This is 
suggested by the 2010 matnculation table, which lists students from 
Germany, Canada, Israel, and Korea. 

The internationalism of ELAM reflects the internationalism that runs 
throughout Cuban medicine. ELAM professors tell their students of 
participating in relief efforts after disasters in Guatemala, Honduras, and 
Haiti. Students also hear from other students of solidarity work in various 
African countries, Haiti, and Venezuela. 

When students do rotations at neighborhood consultorios (family care 
centers) or community polyclinics, they work with medical staff who have 
global experience. While visiting Havana’s Policlinico Universitario, its 
Vice Rector Teresa Frias told me that she had worked in Angola, 
Tanzania, Brazil, and Bolivia. As her coworker, also named Teresa, 
provided a tour of the polyclinic, she meritioned that she had worked in 
Ghana, Venezuela, and Brazil. 
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Any gathering of medical staff in Cuba is likely to include people who 
offer stories from distant parts of the world. Internationalism is not merely a 
slogan or ideology in Cuban medicine—it is a core component of à medical 
culture that pervades the teaching and practice of medicine. 


Doctors as Teachers 


Like many ELAM students, going to medical school would have been 
impossible for [van Angulo Torres of Lima, Peru. The cost would have 
been prohibitive and only one hundred students per year enter medical 
school in Lima. When he first heard of ELAM in 2002, Ivan was 
' studying hotel administration. Two years later, he was in Havana. Four of 
his relatives attended his July 2010 graduation as the first doctor in his 
family.” 

The course of study differs a bit, depending on whether students have 
sufficient pre-med background in biology, chemistry, and physics; whether 
they are from Cuba, Latin America, or a non-Latin culture; and whether 
they are fluent in Spanish. Rather than starting his school year in 
September, Ivan began his studies in March 2004 because he needed a 
half-year of science courses. 

The first two years of medical school included basic classroom subjects 
such as anatomy, physiology, histology, biochemistry, genetics, organ systems, 
psychology, pathology, and the Cuban medical model, with its emphasis on 
public health. Ivan had contact with a neighborhood consultorio his first year 
and learned how to give physical exams his second year. During his third year, 
he began working with hospitalized patients as a practicum from 8:00 to 
10:00 in the morning. He made rounds with doctors from 10:00 a.m. to 1:00 
p.m., and took courses such as ae internal medicine, X-rays, and 
Bish in the afternoon. 

His fourth and fifth years saw extensive training in the Cuban MGI 
model of medicine, which emphasizes people as bio-psycho-social beings, 
whose context of life must be understood in order to treat them. The MGI 
model teaches doctors how to teach patients to care for themselves, largely 
by changing the social context of their lives, including their communities. 
During those two years, Ivan studied public health and did two-month 
hospital rotations in areas such as MGI, ear/nose/throat, ophthalmology, 
obstetrics/gynecology, pediatrics, surgery, orthopedics, urology, 
dermatology, and psychiatry. During his sixth year as an intern, he was 
responsible for patients in a consultorio every day and for polyclinic patients 
one day per week. He also completed all his major rotations begun during 
his third through sixth years. 

From the beginning of their training, ELAM students learn that the 
essence of public health. is the neighborhood clinic, or consultorio. The 
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medical system aims to deal with 80 percent of health problems in the 
consultorio, each of which serves ‘about one hundred fifty families. The 
. consultorio is often: described as a neighborhood doctor’s office, with 
patients seen on the first floor, the doctor living on the second floor, and the 
nurse living on the third floor. This is the ideal Cuban model, but it does 
not capture the wide variation or the close connection between medical 
students and the consultorio. 

In December 2009, doctor Alejandro Fadragas Fernández and nurse 
Maité Perdomo showed me their consultorio, which serves about five 
hundred families and ‘eighteen: hundred patients, making it larger than is _ 
typical in Cuba.” On the wall is a poster Mural Docente, listing the 
“teaching staff” of two doctors, four nurses, two first-year ELAM or 
Cuban students, one fourth-year student,- one fifth-year student, and an 
intern. ` 

The poster tells us many things. First, medical students are integrated 
into neighborhood health care, beginning with their first year of medical 
school. Second, Cuban residents are accustomed to international students 
being part of their treatment. Third, since there may be multiple doctors 
and nurses working at a consultorio, they do not all live’in the same 
building. They live in the neighborhood or close to it, and the degree of 
integration into the community is complex. Fourth, medical teaching is 
not limited to ELAM but is integrated throughout the practice of 
neighborhood medicine m Cuba—doctors expect to help train medical 
students as part of their practice. This is so much the case that medical 
students often use the words profesor and médico (doctor) 
_ interchangeably. 


The Meaning of ELAM for ELAM Students 


Why do students from across the world come to ELAM? For Exa 
Gonzalez of Mexico, a speech by Fidel Castro changed her life. For Ketia 
Brown from California, ELAM’s unique blend of traditional medicine 
with modern practice caught her eye.?” For Cuban-American Cassandra 
Cusack Curbelo, a second-year student, it was an opportunity to share the — 
dream of helping others by returning to the land where her grandparents ` 
had been revolutionaries.” But for many, it is a combination of being able 
to afford to go to medical school and participate in a vision. Ivan Angulo 
= was not the only student ne could never have afforded a traditional 
medical school. 

Anmnol Colindres of El Paraíso, Honduras had long wanted to be a 
doctor, but his father, who had been a forestry worker until the coup of 
June 28, 2009, could not afford to pay his way.” Amanda Louis, from the 
Canbbean island of St. Lucia, feels that she has an opportunity at ELAM 


ANALYTICAL MONTHLY REVIEW/ MARCH 2011 l 53 


DON FITZ 


_ that she never would have had, based on the salaries of her father, a taxi 
driver, and her mother, a street vendor.” Dennis Pratt, originally from 
Sierra Leone before his family moved to Jonesboro, Georgia, did not want _ 
to spend years paying medical school loans and immediately applied when 
he learned of ELAM.” 

Like other students from the Pacific island nation of Tuvalu, fons 
Livi Tapumanaia is excited that ELAM will make it possible for there to 
be a doctor on each of the ten major islands of her home, which is already 
suffering the rising waters of global warming. Her government can only 
afford to pay for her to fly home once every three years—her father, who 
runs a gas station, and her mother, who works in an island court, cannot 
cover the cost.” a i 

Ít is also costly for Lorine Auma to visit her family in Kenya. She will - 
see them only once during her six years of study. Her father, an accountant, 
and her mother, an occasional printer, could’ not afford the expensive 
Kenyan medical school.* Keitumetse Joyce Letsiela reported that there is 
no medical school in her native Lesotho, and her mother, a teacher, did not 
have funds to send her to an expensive ‘medical school in neighboring 
South Africa.” 

Clearly, a huge number, probably a ree of ELAM students, could 
not attend medical school were it not for its free tuition. One part of their 
education is learning that the improvement of medical care in Cuba has - 
meant focusing on preventive family care. U.S. medical practice is so over- 
specialized that only Il -percent of doctors are family physicians. In 
contrast, almost two-thirds of Cuban doctors practice. family medicine. 
- While the ratio of family physicians per population is about 1:3,200 in the 
United States, it is about 1:600 in Cuba, the highest such ratio in the 
world.” 

Many ELAM students I spoke with intend to ae family medicine. 
But several others feel that the need for affordable specialists in their 
countries compels them to continue their studies after ELAM. Ivan 
Angulo from Peru plans to specialize in orthopedics. Dennis Pratt hopes 
to practice pediatrics and internal medicine in Sierra Leone. Ivan Gomez 
. de Assis would like to practice orthopedics in Brazil. Walter Titz; also 

from Brazil, would like to practice general medicine for a few years and 

- then study psychiatry.” l 
' Amanda Louis reports that her Caribbean home of St. Lucia has 

i Saly has one oncologist and one ear, nose, and throat doctor, but feels 
there are enough general practitioners and ob/gyn doctors. She would 

like to specialize in nephrology (kidney) disorders. Yell Eric thinks that 

there are many general practitioners in his African island country of Sao 

Tomo Principe, and i is not sure if he’ wants: to specialize or not.® When 
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Lorine Auma returns to Kenya, she would like to focus on orthopedics or 
psychiatry. Perhaps most typical of ELAM students is Joyce Letsiela 
who is devoted to helping underserved communities in Lesotho. and feels 
that there is a serious shortage of both general practitioners and 
specialists. 


Challenges 


While ELAM’ ii five hundred positions slotted for U.S. andai . 
only 117 were filled as of April 2010. The Interreligious Foundation for 
Community Organizaton (AFCO), which screens U.S. applicants to 
ELAM, strongly encourages low-income people of color to apply. But the 
fundamental requirement is that ’ students demonstrate a commitment to 
working in distressed communities.” - | 

Many young people from the United States who think about going to 
ELAM find ways to contact U.S. students already there. An even better 
route is to contact IFCO and consider visiting. the school. While on 
campus, it is easy to talk to U.S. students already there, as well as students 
from other countries who speak English. ° 

There are several ways to view a medical school: | l 

|. Physical appearance. Compared to the luxury of U.S. medical 
schools, ELAM has a few things to be desired. Its running 
water is available only at certain hours, and toilets have to be 

' flushed with a bucket. Cuba often has to sacrifice 
superficialities in order to ensure that everyone has necessities. 
2. Quality of training. Although ELAM provides books in 
Spanish, other books may be difficult to get. U.S. schools 
provide training geared directly to U.S. medical board exams, 
but ELAM students get more hands-on experience earlier. 

3. Dedication to creating a new medicine. It is in this dimension 
that ELAM surpasses every other medical school in the world 
(though Venezuela may soon have comparable schools). This 
should be the reason that students apply. 

The evening before I departed from my latest tp to ais: T had an 
extensive conversation about the ELAM experience with my daughter, 
Rebecca Fitz, now a third-year student, and her partner, Ivan Angulo, who 
just finished his sixth year.“ They detailed many things that ELAM 
~ provides at no cost: (1) classes and textbooks; (2) dorm room; (3) meals 
(three per day); (4) medical services, including emergency and elective 

surgery (Many ELAM students receive corrective procedures such as eye 

surgery and braces.); (5) items such as two student uniforms, stethoscope, 
blood pressure cuff, mosquito net, shoes, socks, sheets, blanket, winter coat, 
and silverware; (6) rations, including soap, toilet paper (Do not go anywhere in 
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Cuba without your own toilet paperl), laundry detergent, toothpaste, deodorant, 
and school supplies; and (7) stipend of one hundred pesos per month (I got an ice 
cream on campus for one peso. A beer costs about ten pesos; so students can chill 
out from studying by having a beer every three days.). 

Conversely, ELAM presents challenges to students accustomed to life 
in the United States. The first requirement for acceptance is being able to 
document a history of commitment to social justice. ELAM does not exist 
to give people a free nde through medical school. Students are expected to 
show that they will give as much to their communities as ELAM gives 
them. | 

Though ELAM covers basic expenses while attending school, 
students must be able to obtain transportation to-and from Cuba. This is 
not an issue for most U.S. students; but many students do ‘not have funds 
to return home during the summer. [FCO encourages U.S. students to 
complete college level courses in biology, chemistry, and physics prior to 
attending ELAM, advising that they can concentrate on Spanish after 
arriving. Students from most other countnes can begin medical school 
immediately after graduating high school, and can take any needed 
sclence courses during an additional first year of pre-med. 
~ Students must be able to live in a land without excess luxury. Most do 
not find this too difficult, since they are aware that Cuba maintains a life 
expectancy equal to the United States by devoting its resources to making 
sure everyone has what is cntical. The U.S. economic embargo makes 
sure that there is not a whole lot more. Students should be prepared to 
bathe from a bucket and live with hurricanes but without air conditioning. 
Do not expect to use a U.S..credit card in Cuba. 

The cafetera serves institutional food that lacks the variety that many 
prefer. It is not unusual to experience difficulty in adjusting to the absence 
of individual comfort needs, such as brownies, hot running water, or private 
personal space. [here is a norm of being politcal, which 1s wonderful for 
many, but can be a surprise for some. For example, students are expected 
(but not required) to participate in activities of the delegation of their 
country, and class discussions may include the role of their country in 
imperialism. : | 

ELAM is designed for students who leave their country for the first 
time, sometimes at the age of sixteen, to attend medical school. Americans, 
who tend to be older, may be surprised by requirements such as taking 
physical education courges or spending nights on campus Monday through 
Friday. 

Finally, a large majority of students come from countries that are 
eager to send students to ELAM to become Cuban-trained doctors. This 
' is not the case with Brazil and the United States. The Brazilian medical 
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association, Colégio Médico, has policies distinct from the Lula 
government and does not recognize degrees from ELAM. U.S. students — 
do not have this problem, but they must take the same exams as does 
anyone receiving a non-U.S. degree, and they need to study extensively 
for questions based on a U.S. rather than a Cuban medical model. 

U.S. students cannot expect any support from the U.S. Interests 
Section, a substitute for an embassy (a U.S. embassy does not exist, due to 
lack of diplomatic relations between the two countries). Though it is legal 
to travel to Cuba for educational purposes (such as medical school), the 
U.S. government employs more hostile restrictions on travel to Cuba than 
on any other country, and does nothing to support students at ELAM. 


An Affirmation 
Perhaps the extreme antagonism by the most violent country on the 


planet is an affirmation of the power of ELAM. The Cuban public health 
model seeks to understand medical problems by studying the wholeness 
and completeness of the human context of those problems. ELAM is 
central to Cuba’s efforts to integrate its medical system with the needs of 
underserved people throughout the world. The Cuban model is based on a 
belief that illnesses of humanity cannot be seriously addressed without 
addressing the society that creates the basis for those illnesses. 

This model has attracted well over twenty thousand internatonal 
students. Cassandra Cusack Curbelo believes that “There is no experience 
like thousands coming together with the same idea of medicine. It feels like 
we are not separated into two continents, but we are one people who share 
a common history of struggle. This is what ELAM opens our eyes to.” 

According to Ketia Brown, a third-year medical student, “ELAM is 
the revolution realized. We must attempt to have a revolutionary project in 
a capitalist world.” ELAM is such a project. It is a struggle for a new 
medical consciousness as a part of the struggle to improve global health. 
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In the United States, it is now three years since the “Great Recession” 
began, and twenty-one months since it officially ended. Whether or not the 
end of the Great Recession means that the economy is now on the way to 
sustained recovery is another matter. Wall Street has rebounded 
dramatically, as have corporate—and especially financial sector—profits, 
but for ordinary men and women, circumstances are nearly as troubling 
today as they were at the bottom of the downturn in June 2009. 

The January employment report from the Bureau of Labor Statistics 
(BLS) shows an unemployment rate of 9.4 percent for December 2010, 
which represents about 14.5 million people. This was down from 9.8 
percent in. November. However, if there had been no dropouts from the 
labor force (by virtue of people having become discouraged enough to stop 
searching for jobs) between November and December, the unemployment 
` rate would have remained at 9.8 percent. If we were to count those 
dropouts, along with other “marginally attached” workers, as unemployed, 
and add the part-time workers who desire full-time work, we would get an 
expanded measure of labor market distress—the underemployment rate 
(“U6” in BLS parlance), which in December was 16.7 percent, or 26.1 
million persons. In June 2009, it was 16.6 percent. So nearly two years 
after the recovery began, we have the same amount of actual labor market 
misery. 

These overall rates hide great vanability—by duration, race and 
ethnicity, and age. Six million four hundred thousand workers have been 
officially unemployed for longer than six months, an incredible 44.3 
percent of all the officially unemployed, down only slightly from the post- 
Second World War high of 45.6 percent hit in May 2010. And there are 
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millions of workers who have been unemployed for at least a year; a recent 
New York Times article cites evidence that the re-employment rate—the 
chance that these people will find a job in the next month—is a meager 8.7 
percent. It is 30.7 percent for those unemployed fewer than five weeks 
(Catherine Rampell, “Unemployed and Likely to Stay That Way,” 
December 2, 2010, http://nytimes.com). 

So-called minorities have been hit hardest by the crisis. In December, 
black and Latino workers. had official unemployment rates of 15.8 and 
13.0 percent, respectively. The rate for workers of all races between ages. 
sixteen and twenty-four was 18.] percent—particularly troubling because 
young people are being denied the inihal entry into the workforce so 
essential to their future. economic well-being. Young nonwhite men and 
women are experiencing unemployment rates that defy belief. For example, 
black teenagers had an unemployment rate of 44.2 percent. A recent study 
conducted “by the Community Service Society of New York 
(Unemployment in New York City During the Recession and Early 
Recovery, http://cssny.org) found that the average unemployment rate for 
black, non-Hispanic men sixteen to twenty-four in New York City, during 
the eighteen months between January 2009 and July 2010, was 33.5 
percent. Their labor force participation rate—the share of the working age 
population in the labor force—was a minuscule 38 percent, meaning that a 
high proportion of New York City’s black youth has dropped out of or 
never entered the labor force. Most startling was that only one in four were 
employed at all. 

The BLS data cited above are from the monthly survey of about sixty 

-thousand households. The BLS also conducts a survey of about four 
-= hundred thousand businesses to obtain information about employment 
gains and re The economy has been adding jobs for several months, 
but not nearly enough to reduce the unemployment rate Seniicanty The 
Economic Policy Institute tells us that 


While the labor market iè now adding jobs, it remains 7.2 million 
payroll jobs below where it was at the start of the recession three years 
ago. And even this number understates the size of the gap in the labor 
market by failing to take into account the fact that simply keeping up 
with the growth in the working-age population would require the 
addition of another 3.7 million jobs in those three years. This means 
the labor market is now nearly 11 million jobs below the level needed to 
restore the pre-recession unemployment rate (5.0% in December 
2007). [Heidi Shierholz, “Labor Force Smaller than before Recession 
Started,” January 7, 2011, http://epinet.org] 


The grim labor market news is matched by the statistics on poverty and 
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inequality. A record number of people, 43.6 million, now live in poverty, 
and nineteen million of these have annual incomes less than one-half of the 
poverty level, an amount equal to $10,977 for a family of four. Income 
inequality keeps getting worse, as most of the gains in national income now 
_ go to the richest | percent of households. 

The federal government’s response to the continuing depressed 
conditions of the nation’s working men and women has mimicked the 
propaganda emanating from the wealthy and their media puppets. Capital 
wants to go in for the kill, eliminating the last bastions of working-class 
security and power: social security and -public sector labor unions. 
President Obama appointed two vicious opponents of social security to his 
deficit reduction commission, and the media are full of attacks on public 
employees.. [here is no evidence that social security will soon be insolvent, 
or that public employees are overpaid and unproductive. But as editor John 
Bellamy Foster recently argued on the Public Broadcasting Service, “It 
doesn’t seem to matter to those making such charges that all of this is 
false—as long as they have the power to spread such misinformation and 
‘people are sufficiently gullible” (“Public sector workers are a ‘privileged 
new class,” says billionaire,” January 17, 2011, http://pbs.org). 

This gullibility may be short-lived. Day-to-day pressures on the working 
class have become severe, and there is a ready audience for truthful 
explanations. . 

| | a 

Associate Editor Michael D. Yates taught a two-week class this 
January in Labor Economics to students in the Union Leadership and 
Administration program of the University of Massachusetts at Amherst. 
He began teaching this course in 1997 and reports that Marx’s analysis of 
capitalism has never been more popular among his trade union pupils. 
Hopefully, they will return to their unions and spread the word. To 
encourage this, Michael will give each member of his class a gift 
subscription to Monthly Review. He suggests that readers take his lead 
and give gift subs to their friends, coworkers, and family members. They 
are a bargain at $29. To give a gift sub, call 800-670-9499 or go to 


http://monthlyreview.org. 
aS 
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In the ensuing six weeks and despite vigorous coverage by international 
media, the identities of the persons in the Toyota Land Cruiser who killed 
the random victim Obaidur Rahman have not been disclosed. It is reported 
that they have been removed from Pakistan and returned to the United 
States,. with the acquiescence of the government of Pakistan. The U.S. 
consulate in Lahore has refused to give Pakistani authonties access to the 
vehicle that caused the death of Obaidur Rahman, and as far as it is 
possible to tell, the matter has been dropped. And surely this is the way 
that such ‘affairs are supposed to be arranged. The insignificant, barely 
human, market vendor disappears from among the living with little more 
notice than if he had been an insect, while the Rambo Superheroes return 
to the Land of Freedom ready for their next exciting adventure. But, in a 
sequence not in the scnpt, the flight of Raymond Davis to the U.S. 
‘consulate in Lahore was interrupted by a car stalled in his path, and he 
found hiniself in police custody, charged with murder. The Pakistani police 
took possession—among other things—of his gun and ammunition, his 
GPS device, his infra-red telescope, a-wireless set, two mobile phones, a 
digital camera, a survival kit, five ATM cards and his U.S. “diplomatic” 
passport. 

The response of the U.S. Department of State to the plight . of 
Raymond Davis is itself a remarkable story. Philip J. Crowley, Assistant 
Secretary of State, asserted on January 27" that the person involved in the 
Lahore “incident” was an employee of the U.S. consulate, and that the 
name Raymond Davis was not correct. By January 28" the State 
Department was insisting that (whatever his name was) he had “diplomatic 
immunity’, and only weeks later began to use the name “Raymond Davis”. 
Recordings of what are claimed to be Davis talking on the day of his arrest 
also have him asserting that he was working at the U.S. consulate in 
Lahore- "as a consultant”. But since consular employees would not have the 
diplomatic immunity claimed for Davis, the State Department then 
asserted that he was “technical and administrative staff” of the embassy in 
Islamabad. And since his name was not included on a list of embassy 
employees provided to the govemment of Pakistan on January 25", it 
should come as no surprise that a “correction” was made to include his 
name on January 28". By F ebruary 21st the U.S. was insisting that Davis 
was a “CIA contractor”. 

Constant through this E E account was the U.S. insistence 
that Davis had “diplomatic immunity” and should immediately be released. 
President Obama himself was made to announce that Davis was “our 
diplomat” and must.be released. The most powerful figures in the U.S., 
Admiral Mullen, the Chairman of the Joint Chiefs of Staff, and Leon 
Panetta, the chief of the CIA, personally made contact with their Pakistani 


interlocutors to insist on the immediate release of Davis. Senator John 
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Kerry, head of the Senate Committee on Foreign Relations, traveled to 
Pakistan for the sole purpose of getting Davis released. U.S. funds 
promised the Pakistani regime have been held up, and the Pakistani 
regime's Saudi paymasters have been enlisted in the effort. To their 
amazement, this effort has—as of the first week in March—not yet 
succeeded, despite all prior experience with Pakistani military and 
politicians. But these are not normal times. U.S. insistence from the first 
has been that it is for the executive of Pakistan to decide the matter, and 
that holding Davis after U.S. invocation of diplomatic immunity was a 
violation of “international law”. Instead, the question of the claim of 
_ diplomatic immunity has been left to the determination of the Lahore High’ 
Court, which has set the date of ‘March 14° for its next public 
pronouncement on the matter. 

What is at issue is the sovereignty of Pakistan when faced with the firm, 
if indefensible, demands of the superpower. Why “indefensible”? Because 
the claim of diplomatic immunity for Davis is absurd. It is but the claim of 
“extraterntoriality” that in the days of old fashioned colonialism prevented 
the supposedly “sovereign” states of the lesser races, such as China or the 
Ottoman, Empire, from exercising jurisdiction over the citizens of the 
imperial powers, whatever crimes they may have committed. 

As a matter of international law, the Vienna Convention on Diplomatic 
Relations provides that “technical and administrative staff” of the legation 
‘-of the sending state are to be accorded complete diplomatic immunity by 
the receiving state. But even accepting that Davis was notified to Pakistan 
as “technical and administrative staff” of the legation, which is—to say the 
least—doubtful, that is not enough. The Vienna Convention requires the 
sending state to also notify the premises for which the status is claimed, and 
it'ts certain that whatever the “premises” Davis was working out of, they 
were not notified. And that is also U.S. law. The international law 
‘principle of comity, which requires that, states not adopt an unequal and 
double standard in their mutual dealings, requires only that Pakistan 
interpret these provisions as would the United States. Pakistani municipal 
law incorporates this basic principle of international law. While giving 
effect to the applicable treaties on diplomatic and consular immunities, the 
governing Pakistani statute—the Diplomatic and Consular Privileges Act, 
1972—explicitly sets out the principle of reciprocal treatment of diplomatic 
and consular officers and employees in Pakistan. And the United States 
has, on the precise question, refused to acknowledge diplomatic immunity. 

In 1984 a case reached the United States Court of Appeals for the 2d 
Circuit, the sole case in U.S. law that has decided the questions presented 
in the Raymond Davis case. United States v. Kostadinov”, 734 F. 2d 905 
(2d Cir. 1984). It has not be over-ruled, has been cited recently, and no 
conflicting case law has come up. The case can be said to be the governing 
law on these specific issues of diplomatic immunity in the United States 
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today. 

Mr. Kostadinov was Asst. Commercial Counselor at the New York 
City commercial office of the Bulgarian Embassy, whose primary legation 
building was in Washington , D.C. He had a Bulgarian "Diplomatic 
Passport" and was accorded an "A-2" diplomatic visa (issued to technical 
and administrative staff) by the United States. He was arrested on a 
charge of espionage and held without bail. The Bulgarian Government 
invoked his "diplomatic immunity." Thus the issues presented, as set out 
below, were the same as with Davis. 

|. When an individual is charged with a crime by the court of the 
‘receiving state and "diplomatic immunity" is invoked by the sending state, 
in the U.S. view of international law, who determines whether the accused 
has diplomatic immunity? 

The answer by the U.S. court was emphatic—in the U.S. view of 
international law it is the courts of the receiving state that make the 
determination. 

2. When an accused i is held without bail and the sending state invokes 
"diplomatic immunity"—can the accused still be held without bail? 

The answer of the U.S. court as to the U.S. view of international law 
was even more emphatic. Not only was Mr. Kostadinov held without bail 
after his government invoked "diplomatic immunity" but Mr. Kostadinov 
was held without bail, pending the determination of the issue by the Court 
of Appeals, after the Judge of the court of first instance (the late U.S. ° 
District Judge Vincent Broderick) had held a hearing and determined that 
the accused was a diplomat and entitled to diplomatic Immunity. 

3. Does entry on a “diplomatic passport” and notification from the 
sending state and possession of a “diplomatic” visa (a U.S. "A-2" 
diplomatic visa) issued by the receiving state give diplomatic immunity? 

Again the answer of the U.S. court was emphatic, i in the U.S. view of 
international law it does not. 

4. Are the activities and location of the individual with diplomatic 
passport and diplomatic visa relevant to the determination of a claim of 
immunity under the "technical and administrative " staff provisions of the 
Vienna Convention on Diplomatic Relations? 

The U.S. court decided that these factors are the determining issue 
under the U.S. view of international law. It held .that although Mr. 
Kostadinov worked in diplomatic (not consular!) premises in New York 
City; to assert diplomatic immunity he would have had to be working in the 
primary legation premises in Washington, DC. 

Davis, however one .might describe his work, was not employed at the 
primary legation premises in Islamabad. There can thus be no question but 
that under U.S. law, as set out in Kostadinov, he would not be entitled to 
diplomatic immunity. Even a retired U.S. State Department specialist in 
diplomatic immunity, Ron Mlotek, who was legal counsel at the State 
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“primarily focused around Counter Insurgency/Counter Terrorism 
strategies in a semi-urban scenario”, according to The Hindu’. The 2010 
Obama visit was marked by new arms deals, and secret talks on further U.S. 
“assistance” to India in “capacity building to strengthen physical security” 
and “megacity policing.” | 

_Ithas always been understood that this “strategic partnership” is directed 
against China, and from the viewpoint of world peace that is bad enough, but 
it is the vast increase in U.S. intervention in purely internal security matters 
(“counter insurgency” or “megacity policing’) that should be a primary 
concern. 

Of course the United States has a parallel “ strategic relationship” with 
Pakistan, and exactly how that impacts the U.S.-India “strategic 
partnership” is a delicate matter largely left unexamined by our mainstream 
press. We have no desire to speculate about the ploys and secrets of RAW, — 
ISI and CIA , and can claim no expertise in finding our way in that world of 
- night and fog. Yet the sudden unplanned eruption of the “Raymond Davis“ 
affaire in Lahore has, we believe, significant implications for our sovereignty 
and independence in the context of a “strategic partnership” with the United 
States. 

On January 27, 2011 a U.S. national, who later identified himself as 
“Raymond Davis”, driving in a crowded district of Lahore had an encounter 
with two youths on a motorbike. From inside his car he shot and killed the 
passenger, 19 year-old Muhammad Faheem. The dnver of the motorbike, 
22 year-old Faizan Haider, attempted to run away. The U.S. national got 
out of his car and pursued Faizan Haider. A postmortem showed that Faizan 
had been shot twice in the back. Witnesses report that Davis calmly took 
_ photographs of the dead youths. A second vehicle containing several U.S. 
` nationals, a Toyota Land Cruiser Prado- with fake registration plates, 
travelling in the oncoming lane of traffic, crushed to death 25-year-old 
Obaidur Rahman, a market trader. It has been reported that the second 
- vehicle was attempting to reach Davis to spint him away. The operators of 
' the Toyota Land. Cruiser, having missed the connection with Davis and 
having killed Obaidur Rahman, fled to the U.S. consulate in Lahore. | 

While we can be confident that the above account of the events in Lahore - 

. on January 27° i is in all essentials correct, all further assertions about the 
inténtions, activities, statuses, and” even identities of the U.S. nationals 
- involved can n only be regarded as tentative and contested. | 
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